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DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


MONDAY, MARCH 17, 1952 


Unirep States SENATE, 
ComMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to recess, at 10:35 a. m., in room 3801, 
Senate Office Building, Senator Burnet R. Maybank (chairman) 
presiding. 

Present: Senator Maybank, Robertson, Frear, Douglas, Moody, 
Capehart, Bricker, and Schoeppel. 

The Crarrman. The meeting will be in order. 

Mr. McKissick, of the American Cotton Manufacturers Associa- 
tion, will be our first witness. 

Will you come up, please. 


STATEMENT OF ELLISON S. McKISSICK, REPRESENTING THE AMERI- 


CAN COTTON MANUFACTURERS INSTITUTE, ACCOMPANIED BY 
ROBERT JACKSON 


The CuarrMan. I might say that we are very happy to have you 
with us, Mr. McKissick. 

Will you go ahead, sir. 

Senator ScuHorerre.. It is a pleasure to have you with us, Mr. Me- 
Kissick. 

Mr. McKissicx. Thank you. 

My name is Ellison S$. McKissick and my home is in Greenville, 
S. C. The Alice Manufacturing Co., of which I am president, is 
typical of the hundreds of medium and small companies which ac- 
count for the bulk of the output of the cotton textile manufacturing 
industry. 

I was assigned the duty of representing the American Cotton 
Manufacturers Institute before you, in my capacity as chairman of the 
institute’s mobilization committee. 

We have filed a comprehensive statement. I will confine myself as 
briefly as possible to high-lighting points we regard as most pertinent. 

The Cuatrman. Without objection, any statement you want to file 
will be made a part of the record, as well as any other statement you 
desire to file. do ahead. 

Mr. McKiusstck. We do not have to base our statements on opinion 
or guesswork. The facts in your hands fully support our conviction 
that controls are not only unnecessary in an industry whose products 
have been ranging from 26 to 28 percent below ceilings for months, 
but that the continuation of these controls is a cause of our industry’s 
depression. 
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Senator Scuorrret. I would like to say I have received in the last 
few weeks many communications from members and associates in your 
line of activity and the industry. In their personal letters, in the 
information they have forwarded to me, they have substantiated many 
of the things you have pointed out in your statement here and it does 
appear that that is one industry that is really in a hard way, and should 
come up for some very serious consideration before this committee, as 
we go into this control measure. I want you to know that. I pre- 
sume other members of this committee have received m: iny communi- 

cations but I have certainly received many from your section of the 
country. 

The Cuarmayn. I think yours is the second largest industry, is 
it not? 

Mr. McKissick. It is the second largest in terms of employment, 

The Carman. And from one end of this country to the other, it 
is ina bad way. 

Mr. McKissicx. Yes, sir. 

The Cuarman. New England may be even worse off than the 
South ? 

Mr. McKussick. We are all bad off. 

The Cuamman. That applies to synthetics, also? 

Mr. McKissick. Yes, sir. 

The Cuarman. More than that, they are very bad off in Europe, 
too. 

Mr. McKisstcx. These facts show why relief from controls would 
not set off inflationary prices in textiles. The facts also show how 
the depressed condition of this industry affects many other industries 
and imposes hardship of additional t amend of people whose liveli- 
hood depends indirectly on cotton textile manufacturing. 

Even in the 13 days since our last statement was filed, the depression 
which has lain so heavily on this industry has deepened. ‘These have 
been 13 more days, in addition to the months before, of sales stag- 
nancy, of restricted production, of unemployment and partial employ- 
ment for thousands of men and women, of declining earnings, of 
worry and frustrations for worker and manager alike over the un- 
certain future. 

I refer to the United States Department of Agriculture Produc- 
tion and Marketing Administration. It shows the mill margins for 
January of 39-inch in 4-yard print loss 34.75. At the end of Febru- 
ary, it was 30.77, the prices applying since the Ist of March. 

The CuarMan. What would be the ceiling ? 

Mr. Mi Kissick. The ceiling is 29.5 cents for 39-inch, 80 squares, 
under the general price freeze, and the present market is about. 1914 
and | think you can buy it at 1914 

The CuarrmMan. It is down, in dither words, 100 percent. 

Mr. MeKissick. Up to now, the theory of inflation has been used 
asa reason for the continuation of controls over this industry. How- 
ever, In this industry we are dealing not with the theory of inflation, 
but with the grim fact of deflation, 

Translated into day-to-day realities, the fact of deflation is seen 
in terms of people out of work or working only part time, of salesmen 
who can make few or no sales, of mill managers who do not know how 
much longer they can keep their mills running even at sharply re- 
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duced rates, of investors, many of whom are dependent on a return 
from their savings, who already have suffered serious cuts in income 
and who face still further losses. 

When translated into terms of people, the facts of deflation become 
infinitely more real and personal than the abstractions of theoretical 
inflation. 

We wonder to what purposes must these consequences be suffered 
longer and whether it is necessary to prolong the paralysis of actual 
deflation in order to curb a hypothetical inflation where it has not 
existed even as a possible threat for many months. 

The connection between controls and the depression which is suf- 
focating this industry is direct, plain, and simple. 

It is a basic fact that the industry must be able to schedule its 
operations in advance in order to produce efficiently. This cannot be 
accomplished unless its customers follow their normal pattern of buy- 
ing in advance. 

Senator ScnorpreL. That is one of your major difficulties right 
now, is that not true? 

Mr. McKisstck. That is correct, Senator. 

Senator Scnorrpe.. It is your long-range program that you have to 
schedule your operations into, and the purchasing of your supplies. It 
is that uncertainty that contributes to your further demoralized condi- 
tion as a whole? 

Mr. McKissicx. That is correct. 

The CHatrmMan. Have you ever estimated how long it took from the 
time you bought a bale of cotton until a man bought a shirt from 
that same bale of cotton in the store? If you buy a bale of cotton 
today you get it next month some time. You would use it to make 
goods for sale next fall. 

Mr. McKisstcx. It would take nearly a year. 

The Cyaan. From the time you buy it until it becomes clothes 
on a man’s back, or furniture covering to go on furniture, or draperies, 
or what have you, it would be 1 year from the time you bought that 
until you processed it. 

Mr. McKisstcx. Yes. It goes through the mill, the bleachery, and 
so forth. 

The CHarrMan. You are making goods now, for next year. 

Mr. McKasstcx. That is right. This spring we should be selling 
goods going to the bleacher this fall to be made into goods next 
winter. 

Uncertainty over what OPS might do next, over what new restric- 
tions might be imposed, over whether ceilings-of-the-moment are 
going to he rolled back, over what new interpretations might be issued, 
any of which might affect prices, will obviously have a restraining 
influence on the normal pattern of buying, or to put it another way, 
a killing effect on sales. Need I add that sales are the life blood of any 
industry, needed to make work, wages, and earnings ? 

Rumors, even though unfounded, about new ce “ilings, roll-back of 
old ceilings, tailored ceilings, more changes and more adjustments 
interfere disastrously with normal operations. 

The Cuatrman. I have also heard the rumors coming out of OPS 
and I sincerely hope there will be no more. We have all heard or om 
and it has upset everything. They were unnecessary but they have 
done damage. 
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Mr. McKissicx. There is no question about that, Senator. I don’t 
know whether or not the OPS started the rumors, I would not think so, 
but anyway the rumors get started and that hurts us. 

No matter that OPS itself deplores these rumors, the mere existence 
of the power to regulate, change, and adjust is in itself a prolific 
cause of rumor. 

Looking back at our experience under OPS during the past year, 
we are very conscious of one of the factors most responsible for the 
textile industry's present inability to pull itself out of depression. I 
want to make this factor perfectly clear, because unless it is corrected 
it will continue to act as a very real barrier in the way of recovery. 
This factor is the change in buying habits of our customers, which 
began with the rumors that have ropped up constantly and regularly, 
with widespread circulation, ever since the first OPS freeze order was 
issued over a year ago. The new doubts and uncertainties arising 
from these rumors make it extremely difficult for our customers to 
return to their normal buying procedures and I cannot see how nor- 
mal, orderly market practices can be restored until something is done 
to eliminate the cause of these rumors 

For more than a year now, the textile industry has been plagued 
by these rumors—talk that this ceiling or another one would be 
reduced, that a new pricing formula was in the making, that the raw 
cotton ceiling might be revised. Buyers and sellers alike naturally 
became cautious ; ‘they became overly cautious, in f: gt, and confusion 
in the markets took the place of customary, orderly processes. 

This all started just at the time when the industry’s great productive 
performance of early 1951 was beginning to soften prices—a time 
when the industry could ill afford to see its market operations upset. 
And it has grown worse ever since. The rebalancing of supply with 
demand is a delicate process even under the most favorable eircum- 
stances, because it involves a whole series of ownerships, transfers of 
goods and specialized functions at those transfer points. It re- 
quires experience, Judgment, and above all, flexibility, maneuver- 
ability, and freedom. But all these are denied in verying degree 
under the present rumor-ridden mesh of controls. The chain be- 
tween controls and the state of the industry may be psychological to a 
considerable degree, but the results have contributed to shackling 
us with a very real and tangible depression. 

I have selected just a few copies of the Daily News Record, which is 
read by textile people in Worth Street and manufacturers : 

May 4: OPS delay to ceiling adds to market slow down. 

May 8: OPS may cut down some hikes, even though justified. 

May 18: See roll-backs under CPR 37 on some heavy gray goods. Roll-back 


was predicted yesterday in the Worth Street market though it was not known 
to what extent such reductions will run. 

June 22: DiSalle attacks Senate unit's bar to price roll-backs. Price Stabilizer 
Michael V. DiSalle today lashed out at a Senate committee amendment to the 
Defense Production Act declaring its adoption would prevent manufacturers price 
roll-backs in many industries, including men’s and women’s apparel, shoes, woolen 
yarns and fabrics and cotton textiles. 


The Cuarrman. This committee passed that despite what he said, 
We passed those amendments last year despite the opposition from Mr. 
DiSalle. 

Mr. McKissick (reading) : 


June 28: Further roll-back of prices faces manufacturers, says Mr. DiSalle. 
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The Cuarrman. What we did certainly did not increase any prices 
in cotton textiles. ’ 

Mr. McKissicx. Of course there have been no roll-backs but it is 
these rumors and statements which hurt us: 

Overemphasis on roll-backs of prices by OPS held responsible for pessimism 
on buying. 

October 22: DiSalle pledges to reduce prices where possible. Declares he won't 
approved increases over GCPR levels. 

October 19: DiSalle feels firm against wool roll-back. 

December 7: Ceiling roll-back seen imminent on raw wool tops. 

November: Woolen cuts seem possible soon in roll-back drive. 

In answer to whether the removal of controls from this industry 
would incite inflationary prices, we point again to facts. The textile 
manufacturing industry has proved its power to produce in sufficient 
quantities to meet all military and civilian dnignde placed upon it. 

The industry demonstrated its vast productive ability within a very 
short time after the outbreak in Korea. Even before any price ceilings 
had been imposed, the industry’s rapidly e xpanding output had 
checked the price rise precipitated in the period of scare buying and 
was forcing prices downward without the aid of controls. 

Adequate supply is the simplest curb on prices, and this industry’s 

‘“apacity to provide an adequate supply has already been demonstrated 
beyond any possible doubt. The highly competitive make-up of this 
industry i is such that its productive power comes into immediate play 
in response to the slightest change in supply and demand. 

As to the argument frequently “heard that if : any one segment of the 
economy were decontrolled, the whole price-wage stabilization pro- 
gram would be upset, this strikes me as an admission that the program 

cannot be administered on the basis of actual need. I do not believe 
the Government is so impotent as this. Again, this argume nt seems 
based upon theories regarding what might happen, while the actuali- 
ties of what is already happening are ignored. 

Senator ScuorrreL. Mr. McKissicK, some of us contend that ma- 
chinery for decontrolling was written into this law. 

Now you have had in your industry, months and months and months 
of constantly reduced prices and choked inventor ies and the closing of 
mills in a lot of places, or miils running over on 3- and 4-day schedules. 

Were you people of the industry ever called in and given any assur- 
ances, because of the bad conditions developing which you men in the 
industry knew much more about than the people sitting at desk jobs, 
and given an opportunity to present a plan of decontrolling, or of sus- 
pension of these controls, at all? Within the last 3 or 4 months? 

Mr. McKissick. No, sir. 

The nearest we came to that was last October or November. It was 
indicated that OPS would come out with a statement as to what they 
had in mind with regard to a roll-back. We felt if they came out with 
a statement it would clarify the situation. For some reason that was 
called off. Ihave no idea why. 

Senator Scnorpren. Is there the slightest doubt in your mind that 
there could be any adverse effects with the supplies as they are in 
your industry at the present time, if the controls were completely 
suspended in the textile industry in these long-supply phases of your 
operation ? 

Mr. MoKiusstcr. No, sir. 
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Senator Scuorrrer. Do you know of any continuing factor toward 
inflation? I am talking now from just a practical horse-sense view 
of the matter. 

Mr. McKissicx. I think it would be most helpful if we could have 
decontrol, but if we could have assurance that there would be no roll- 
backs, it would also be equally helpful. 

As I remember his testimony, I think Governor Arnall, when he 
was before this committee, in answer to some questions, gave positive 
assurance in the record that there was no contemplated roll-back in this 
industry. As I remember his testimony, I recall it that way. 

The Cuairman. That is what he told me. I think he had it in the 
record. I looked at it the other day. 

Mr. McKisstcx. Could I ask Mr. Jackson to comment on that? 

Mr. Jackson. My name is Robert C. Jackson, and I am vice presi- 
dent of the American Cotton Manufacturers Institute which has head- 
quarters at Charlotte, N. C. 

Commenting on your question, I think it is well to understand a 
little bit of the basic construction of the industry. While it is one 
of the largest industries in the country, it is made up of relatively 
smal] units. Unlike most big industries in this Nation, it is com- 
prised of hundreds of relatively small units, no one of which operates 
or controls more than 3 or 4 percent at the outside of the total pro- 
ductive capacity of the industry. That means it is terrifically com- 
petitive. That means it is a very fine expression of what we term our 
competitive enterprise system. 

It seems to me there are two or three facts which combine to answer 
fully, the question which you have just raised. 

The industry first has demonstrated beyond any doubt, that it has 
the productive capacity to meet any requirements that might be in 
the picture, both for civilian and the military. 

Second, it has demonstrated beyond any doubt, that it has the 
ability to gear up very quickly, to meet those demands. Even if it 
could produce, but could not gear up quickly, the forces of inflation 
still could perhaps run away, but it has already shown that it could 
gear up to a peak productivity capacity in less than 6 months time. 

And then the third factor in that related chain of thought, is that it 
has the competitive structure, the competitive make-up to insure that 
these forces of production will be brought into play very quickly, and 
spread very quickly in the price structure. 

So, it is inconceivable to those of us in this industry, to figure how, 
based on a record of what has been achieved already, anybody could 
feel that there is any real danger any more of inflation in this industry. 

Senator ScHorrre.. I appreciate your explanation. 

In my own case, I am not too familiar with the textile industry. I 
think I know a little bit about the agriculture side and the meat pro- 
duction side, and the processing side and some of those things, but 
from what I have been able to read, surveys that I have followed very 
closely, it seems to me that there is a great capacity to meet great de- 
mands in the textile industry. 

Some of the people from my cotton area have told me that very 
thing. Iam glad to have this groundwork laid in the hearings, for us 
to get a better grasp of the situation. 

Mr. Jackson. It has improved beyond any doubt. 
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Senator Ronerrson. We do not have the textile mills in Virginia 
that exist in the Carolinas, but there is quite an industry. We have 
one very large cotton textile mill, the Dan River Mill, at Danville. We 
have a number of rayon plants and woolen plants, so I have tried to 
keep in touch with what is happening to this industry for a number 
of years, especially since we have been working on price controls. 

I am satisfied that there is no present necessity for controls in the 
textile industry. Certainly if OPS puts out rumors that we are going 
to make prices lower, the man who is thinking of buying is going to 
hold off to see if he cannot get it a little bit cheaper. 

The canners convinced me they need no controls. There are two 
industries, that I am convinced need not be controlled. However, 
through all this testimony, nearly everyone said they did not need any 
control. 

If we attempt to write legislative control into this bill, we would 
first proceed with the known cases. We then come up to the border- 
line cases and then we come up with cases where evidentiy there is some 
need for control. 

Therefore, Mr. Chairman, I feel that the wise course for us to take, 
after hearing testimony of this kind, is to try to find some suitable 
formula which will clearly declare the congressional intent, that we 
want decontrols where they are no longer needed. Where they are 
putting that is on the cotton textile industry, direct and indirect costs 
of a million or more a year, just doing unnecessary paper work and 
being harassed all the time, as Mr. Me Kissick has said, about making 
plans for the future. Not knowing when some smart fellow is coming 
up and saying, “well, this particular line is a little too high priced, 
and you are making a profit on this,” without taking into considera 
tion the items you are looking on, “and we are going to roll that back.” 

Mr. Wilson testified that before we have to report this bill he will 
submit a formula. 

I think our friends in the cotton-textile business might do the same 
thing, submit a formula. 

I talked with some of the food distributors. They want a decontrol 
formula and they said they did not think the formula should be limited 
to manufacturers and processors, and possibly they are right. How- 
ever, I think we can assure this witness that we are cert: rinly § going to 
try to put in this bill before we report it, a formula for decontrol that 
is going to ease the situation confronting a business that is deflated, 
instead of being inflated. 

The CHamman. Do you know Mr. McKissick, how many cotton 
mills there are? For instance, there are a hundred from Gaston 
County, or there used to be. 

You talk about the competitive situation in textiles. You said no 
more than 3 percent could be controlled by any group. 

Do you know how many there really are? 

Mr. McKissicx. I think there are 1,300. 

The CuatrMan. 1,300 cotton mills? 

Mr. McKissicx. Yes, sir. 

The CHarrman. How many synthetic mills would there be; do you 
know that? They are even more competitive. 

Mr. McKissick. I would not know. 

The Cuarrman. Could you find out, Mr. Jackson ? 
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Mr. Jackson. Yes, sir. We can give you a pretty clear view of the 
situation. 

Mr. McKissicx. Of course, some concerns combine both synthetic 
and cotton. 

Mr. Jackson. Some not only do that, but spin wool, too, 

Roger Millikin, for instance, not only uses cotton but uses wool as 
well. 

Senator Rosertson. I might say, Mr. Jackson could include the 
number of woolen mills, although that is not in his field. 

Mr. Jackson. All right, sir. 

Mr. McKissick. The fact is that depression in the textile industry 
is already being felt in other industries, and will still become more 
acute as the depression continues. The textile-manufacturing indus- 
try isa billion-dollar customer of many industries, not only as a pro- 
ducer of goods essential to consumers but it buys huge quantities of 
supplies, the continued sale of which is essential to the livelihood of 
farmers, ginners, producers, wholesalers, distributors, and service 
industries. When this industry cannot sell its own goods, it cannot 
buy in normal quantity from other industries. The textile indus- 
try’s depression is extending back and spreading out through the in- 
dustries of its suppliers, to the penalty of additional thousands of 
people. The state of this industry’s economy directly affects the 
national economy. 

May I give you this actual example of what is happening today: 
I quote from the Daily News Record of March 10: 

BosTton.—New orders of most textile-machinery manufacturers in this area 
are ina slump. ‘The reason for the let-down is called obvious—depressed condi- 
tions in the mills is being reflected in extreme caution in orders for new 
machinery. 

As a result, machinery makers are curtailing and instituting lay-offs. These 
lay-offs have been generally moderate to date, but there is fear in some quarters 
that employment cuts will gain momentum unless business picks up— 

The severity of the textile depression intensifies the burdens of 
cost in time, effort, and money involved in trying to keep up with OPS. 

A cross-section survey covering 10 percent of the industry’s spindle- 
age shows that $573,000 was paid out in 1951 just in bookkeeping, ac- 
counting, and legal fees—not taking into account the time of top 
executives—to keep up with OPS regulations, interpretations, and 
adjustments. 

Senator ScHorrreLr. Mr. McKissick, I would like to draw your at- 
tention to the fact that we had a witness here the other day—I think 
he was a man from the ADA—who said he had made surveys and a 
number of economists who were members of his organization from the 
various colleges and universities had made surveys, and that generally 
speaking he could not see where there was any burden upon the 
industry to keep these records. He said they were records that were 
kept in line with their activities anyhow. I rather suspect that what 
you have had to say here indicates that you are in complete variance 
with that view. 

Mr. McKissicx. Senator, I know it is quite a burden on a small mill 
such as we have to get up these records. Our records are rather 
simple, but these were the figures we had to work up, the cost of cot- 
ton, labor costs and increases, and we understood that we have to have 
this filed with the Soft Goods Division of Price Stabilization in Wash- 
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ington by August 18. Then August 11 we were advised not to file 
them and then we were advised to hold these for tailored ceilings and 
then on November 11, 1951, a Mr. Williams from the OPS took up 
our figures. 

So, it is quite a job for a small mill to dig up all these facts. 

Senator Scnorpren.. Which, of course, means additional labor, ad- 
ditional time, and additional expense in a depressed industry. 

Mr. McKisstck. Certainly, yes, sir. 

Direct OPS costs for this 2,000,000-spindle segment of the industry 
ran over half a million dollars. There are some 21,000,000 active 
spindles throughout the industry. 

Just recently, one company was advised by its auditors that it would 
require 1,900 man-hours, or about 50 people at work for a week, to 
prepare some new price infor mation requested by OPS. 

These out-of-pocket expenses are exclusive of the additional cost 
mounting up in the lost salary time of executives assigned to OPS 
matters. If the total of this kind of cost to the industry could be 
segregated, it obviously would add up to millions. 

And, the dollars are the least of the cost. The full time and thought 
of the industry’s executives should be available these days for the 
stimulation of business and the promotion of sales. 

I would like to interrupt my testimony here and tell you what a 
prominent member of our industry from Alabama has to say about 
this situation. 

With all textile prices far below the OPS ceilings, the question might reasonably 
be asked, “Why does the industry care whether price control is continued or not?’ 
We care because fierce rumors are constantly emanating from Washington that 
some new price regulation is cooking. 

This is an added uncertainty at a time when we desperately need to restore 
confidence of customers, many of whom are buying their needs on an almost 
daily basis. Second, requiring us to send our key personnel to Washington to 
attend OPS meetings, when these men need to be devoting their best thoughts 
and efforts to keeping our mills running, and requiring us to help compile figures 
required by OPS under present conditions impress us as being similar to throw- 
ing a drowning man a rock instead of a rope. Third, we have no figures on 
what the OPS is costing the taxpayer. We do have figures on what the Federal 
deficit is. There may be those on the banks of the Potomac who need the OPS 
but the textile industry and the American economy need it like a hog needs a 
side saddle. 

If such burdens were necessary to the winning of a war, or to curb- 
ing inflation, they would be borne as a patriotic obligation, as they 
have been in the past. But, today in an industry whose prices have 
heen ranging for many months far below ceilings, they plainly are 
the evil byproducts of unnecessary Government interference. 

The cost of OPS is not only large but multiple. First is the cost 
to the taxpayer, the millions of dollars being used up in operating 
the price-control agency and paying its thousands of job holders. 
Then the cost to industry in red tape; finally the cost in lost wages, 
salaries, and earnings. 

It is impossible to believe the results and conditions I have been 
describing are desired by the public or that they express the intent 
of the Congress in setting up price and wage stabilization. Let the 
words of the Defense Production Act itself serve as a standard to 
compare with what has happened. 

The original purpose was to prevent inflation. True, inflation has 
been prevented in textiles, but that was accomplished without rela- 
tion to price ceilings and now we have deflation. 
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Again, the purpose was to protect consumers, wage earners, in- 
vestors, from undue impairment of their living standards. And what 
is the situation now? Certainly the cut-back in production and em- 
ployment, the heavy ae in wage earnings, cannot be considered 
protection for consumers, wage. earners, and investors from undue 
impairment of their living standards. Consumers are also wage earn- 
ers and investors; deflation affects all, and the effect has alre: ady been 
to impair their living standards. 

The text of the act also sets forth the purpose— 
to prevent economic disturbances * * * and to prevent a future collapse 
oe A i 
Surely the economic disturbances that have occurred and are still 
taking place are self-evident. And, as you well know, the collapse 
of values has already happened. In the textile industry, one of the 
major segments of the entire American economy, the exact opposite 
of what the Defense Production Act set out to do has taken place. 
This is why we do not see where, at any point, the intent of the Con- 
gress is now being implemented by the perpetuation of unnecessary 
controls. 

You gentlemen have the facts: the record speaks for itself—how 
the textile mills of America turned back the tide of inflation in so 
far as their products were concerned, how deflation has dragged this 
industry into depression, how governmental interference blocks the 
resumption of normal operating procedures so necessary for recovery. 

Today, for its own good and for the good of the American economy 
as a whole, the textile industry desperately needs relief from this 
interference—a firm moratorium on tampering with the delicate re- 
lationship between supply and demand, an end to artificial and arbi- 
trary restraints on natural laws. 

We are convinced all the facts justify our right to ask that definite 
action be taken to spare the textile industry, and any other industry 
ina similar position, from the harassment of rumors, uncertainty, and 
confusion caused by price-contro] activities. The textile industry 
therefore needs decontrol immediately and, for the sake of stimulating 
recovery and resumption of orderly operations, it needs positive assur- 
ance in black and white that it can count on doing business free of any 
more threats of downward ceiling adjustments. 

In our industry, the disease is deflation. We are asking discontinu- 
ance of a treatment that was prescribed for inflation. 

The Caarrman. Thank you, Mr. McKissick. Are there any fur- 
ther questions, gentlemen ? 

We appreciate your coming and leaving this good message with us. 
When I said “good message” it is good for us to understand the ver Vv 
sad conditions’ existing in your industry so that we might better 
legislate. 

Mr. McKisstcx. Thank you. 

(The statement of Mr. McKissick and attached tabulation are as 
follow ) 


STATEMENT OF ELLISON S. McKIssicK, REPRESENTING THE AMERICAN COTTON 
MANUFACTURERS INSTITUTE 


My name is Ellison S. McKissick, my home is in Greenville, S. C., and I am 
president of the Alice Manufacturing Co., of Easley, 8S. C. The duty of repre- 
senting the American Cotton Manufacturers Institute before this committee was 
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assigned to me in my capacity as chairman of the institute's mobilization con- 
mittee. This committee, consisting of 17 members, composed of-leading textile 
manufacturers in the major segments of the industry and in the various 
geographical areas which it covers, was organized in the early days of the emer- 
zeney. Its purpose was to correlate the planning and activities of the industry 
as a whole with the legislative and administrative programs of the Government 
for dealing with the problems of the emergency. 

After the enactment of the Defense Production Act, it continued to aid in 
harnessing the facilities of the industry to the service of military procurement 
and to the objeetive of defeating inflation. It did yeoman work in helping the 
Government to set up the various advisory committees and in serving as liaison 
between the Government and the many hundreds of textile enterprises which 
were coordinated in the mobilization program. Because of this long and very 
close association, the committee feels intimately familiar with the industry's 
problems under the Defense Production Act and with some of the more important 
questions which now confront your committee. 

The institute itself is composed of cotton-textile manufacturers owning and 
operating approximately 85 percent of the industry’s total spindleage, both North 
and South. Normally the industry provides directly for the employment of more 
than one-half million people, and the value of its products in the primary market 
would amount to about $7,000,000,000. The industry is, therefore, one of the 
most important segments of our economy. 

At this time we feel that our greatest service to the committee would be 
to inform it fully of the state of our industry. We assume that representatives 
of other industries will do likewise. In this way the legislative questions which 
are here under consideration may be related directly to the realistic conditions 
now existing in a great part of the American economy. 

When we appeared before this committee a year ago, we expressed a deep 
anxiety over the course of events as they were then shaping. Subsequent events 
have confirmed the soundness of the attitude which we then had. In May and 
June 1951, the downward readjustments were already under way. Shortly 
thereafter the collapse of the inflationary structure, insofar as the textile in- 
dustry was concerned, became complete. By midsummer inflation was replaced 
by detlation. 

The downward course of prices and market activity has steadily continued, 
and current trade reports indicate that the month of February will reflect a new 
low in the depression stage. 

We have traversed a full cycle of expansion and recession since the beginning 
of the Korean emergency. This cycle we can now place against the background 
of normal experience, and by so doing measure with reasonable accuracy the 
impact of inflation on the industry: the capacity for production expansion; the 
approximate volume of military demand: the ability of the industry to satisfy 
the combined requirements of Government and the civilian population, and the 
time required to engage and defeat the maximum forces of inflation. 

We regard the 4 calendar years 1946-1949, inclusive. as best representing 
the normal peacetime experience of the industry since World War Il. During 
these 4 years the average annual cotton consumption of the industry was 
9,010,750 bales. On a daily basis this represented an average daily consumption 
for the 4 years of 35401 bales. The rapidity of the upward movement, upon 
the outbreak of the Korean war, is indicated by an average daily consumption 
of 44,371 bales during the first quarter 1951, an increase of 25.3 percent over 
the base-period average. The full scope of this expansion was reached within 
a period 6 months. 

During the second quarter of 1951 consumption remained high relative to 
the base period but fell to 116 percent of normal. In the third and fourth quar- 
ters the gain over the base-period average was almost completely lost. In its 
cotton consumption rate the industry was down to 102 percent of base-period 
normal, 

The industry’s cloth production, of course, follows very closely the trends of 
cotton consumption. However, I am referring to it specifically. at this point for 
reasons which will develop later. The average quarterly production of broad 
woven goods during the base period was 2,313,000,000 yards. In the first quarter 
of 1951, this figure had been increased 23 percent to 2,842,000,000 yards. As in 
the case of cotton consumption, the decline in the second quarter of 1951 was to 
a level which represented about 115 percent of base-period production. In the 
third and fourth quarters, production was back to the normal level almost 
exactly. 
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The rise and fall of production activity as induced by the Korean war and 
the battle of inflation covered a period of about 12 months. This period coin- 
cides closely with the year 1950-51. Yithin this period, cotton consumption 
was 10,600,000 bales as compared with the base-period normal of 9,000,000. 
Cloth output was 10,600,000 yards as compared with the base-period normal of 
9,250,000,000 yards, an increase of 1,350,000,000 yards. To make the picture 
clearer, let us think of the 4-year base period preceding Korea as a level plane. 
Abruptly there arose from this plane in August 1951 a pyramid-like structure 
which was to have a base of 1 year’s time interval. The pyramid rose steeply 
to a great height, retained its peak level for a short period, then fell as abruptly 
as it had risen and for the same distance. Thereafter, to the present time, 
production activity continued on the normal plane. 

If we take a cross-section of the pyramid which we have thus pictured, its 
area may be thought of as consisting of about 1,350,000,000 vards of cloth and 
1,600,000 bales of cotton. These are the measures of production excess above 
normal which was invoked by the emergency. The excess over normal cloth 
production proved to be greater than actual shipments and in consequence a 
substantial portion moved into mill inventories. Approximately S percent of the 
total was thus disposed of. We estimate an additional 10 percent moved into 
consumer hands as an excess over normal takings, because of the scare buying 
of that period. A further amount took the form of excess inventories in the 
hands of distributors and secondary, processors, Which we estimate to be 15 
percent. Subtracting these amounts from the total excess leaves approximately 
900,000,000 vards as a round figure indicative of military procurement. 

As I previously pointed out, the rate of cloth production since August 1, 1951, 
or from the base of the pyramid, has been almost exactly the same as it was in 
the period 1946-49. Cotton consumption, however, in the last 6 months through 
January 1952 has been at an annual rate of 9% million bales or about 5 per- 
cent above normal. This spread between cloth production and cotton consump- 
tion is due to average greater weight of fabrics going into defense uses and also 
to the increased weight of certain civilian items, particularly cotton rugs. At 
the current rate of total cloth production, supplies are in excess of total demand 
and shipments continue to lag behind production. The consequence is that stock 
positions in most cloth classifications have become worse rather than better even 
at the normal production rate, despite the unprecedented purchasing power of 
the general public and the continuance of large military procurement, 

Since production is currently around the base period level, the question natu- 
rally arises why the industry is in the throes of such serious depression. The 
answer lies in the collapseeof the price structure. The average price of the 17 
basic constructions of unfinished cotton cloth on which the Department of Agri- 
culture reports fell from 95 cents a pound in March 1951 to a low of 6S cents a 
pound in October—a decline of 29 percent. Since October, prices have risen 
slightly to about 71 cents a pound in January of this year. This increase was 
much more than offset by the increase in the price of raw cotton. 

What has happened to the industry pricewise can therefore be better under- 
stood by the trend of mill margins. The mill margin is the difference between 
the cost of cotton and the price of the goods with allowance for the qualities of 
cotton used and for salable waste. Consequently, over a period of time it 
measures the total income of the cotton mills after the raw cotton has been paid 
for. From this income a cotton mill must meet its total manufacturing costs and 
all other expenses including profits. Mill margins dropped from a peak of 50.21 
cents per pound in February 1951 to 29.04 cents per pound in January 1952—a 
decline of 20.17 cents per pound or, if expressed percentage-wise, a drop of 40 
percent, 

If we relate the mill margin to base period experience, as we did in the case 
of cotton consumption and cloth production, the average for the 4 years of 1946-— 
49 was 40.58 cents per pound. Translating this figure into the more convenient 
form of an index number, which is 100 for the base period, the index rose to 
253.8 during the first quarter of 1951 and dropped to 105.2 in the second quar- 
ter, to 90.7 in the third quarter, to 73.9 in the last quarter, and to 71 in January 
of this year. Currently the mill margin is nearly 2 cents a pound under the 
inargin of October 1946 when the OPA was still in effect. 

This means that after paying for its raw cotton a mill now has about 30 per- 
cent less income per pound of output to pay for the costs of manufacture than it 
had in 1946. At that time wages were around 80 cents per hour as compared 
with the present average of about $1.28 per hour—an increase of about 63 per- 
cent. Other costs have risen in equal or greater proportion. The conclusion 
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is obvious that cotton mill operations as a whole are no longer on a profitable 
basis and in many instances mills are in actual loss positions. The loss of mar- 
gin is made worse in its effects because the mills are unable to sell all their 
production. Stock are now approximately 21% times the volume which we con- 
sider normal. This accumulation of unsold stock, together with the disastrously 
low level of prices now prevailing, should dispel once and for all the charges 
sometimes made that mills have curtailed production in order to maintain prices. 
On the official record it is clearly evident that the mills have actually maintained 
production at a rate higher than could be liquidated even at the most ruinous 
prices. The mills have been actuated by the primary motive to protect their 
employees and to maintain their labor force as long as it was humanly possible 
todo so. The price depression has been prolonged beyond all expectations. The 
very real danger now exists that further curtailment will be forced upon the 
mills as an alternative to heavy financial losses. 

As regards the future, the factors within the industry itself are not encourag- 
ing. The eurrent rate of production, the stock position and the prevalence of 
the lowest prices since World War II, if allowance is made for cotton costs and 
manufacturing costs, have all failed to shake loose the pattern of restricted 
hand-to-mouth buying. Not even the possibility of raw cotton scarcity, if ex- 
ports reach the estimated figure, has encouraged a greater volume of forward buy- 
ing. Sales at the retail level are still below those of a year ago. We can only 
hope that the cautious buying of wholesalers, retailers, converters, and garment 
manufacturers, as well as industrial consumers, will result shortly in a marked 
improvement of their inventory situation. 

In the light of these industry conditions which I have portrayed through the 
use of official Government data, it is clearly evident that the need for price con- 
trol is no longer present in the cotton-textile industry. Indeed it may be said 
that the need for control was doubtful in the beginning because production had 
caught up with inflated demand when general controls were imposed in January 
1951. The downward movement of prices was well under way when CPR 37 
was issued in May 1951. The mill margin had already dropped about 15 percent 
and was destined to drop far below the normal level within the next 2 months. 

The evidence is conclusive that the cotton-textile industry needs no controls. 
We have shown that the supply of its products is not only ample but excessively 
ample and that the productive power of the industry is more than strong enough 
to guarantee its continuance. At the current production rate, prices are so low 
that gross income per pound of output after paying for cotton is 30 percent below 
post-World War II normal. 

The lifting of price controls is administratively feasible because the industry’s 
product areas can be clearly and exactly defined. Its major groupings have been 
classitied by long custom and are used by the Bureau of the Census which period- 
ically reports production, shipments, and machine activity. Mill margins and 
average per pound prices for each group are reported monthly by the Department 
of Agriculture: and market prices for the key items of all groups are reported 
daily in the trade press. : 

Relief from price controls, wherever warranted, should not be barred by the 
remote contingency of a third world war. Should this contingency be allowed 
to prevail, price controls could well become a permanent fixture. In the event 
of a world war III, controls could be quickly restored or reactivated, by invoking 
preestablished stand-by criteria. So far as our industry is concerned, such cri 
teria, if needed, could be made instantly available from cotton-textile ceilings in 
existence as of February 5, 1952. 

The question is often asked: “Why is the industry so concerned over price 
controls when its actual prices are well below the ceilings?’ The question is 
sometimes coupled with the implication that we have in mind the possibility of 
a future price upsurge as occurred in the fall and winter of 1950-51. 

No sane person expects a recurrence of the price behavior of that period. The 
country then was in a frenzy of anxiety. Supply and production power had to 
catch up with panic buying created by the fear of war and inflation, by the 
scarcity of cotton and by exaggerated estimates of military procurement. It was 
a combination of factors which cannot be duplicated short of a world war, yet in 
9 months the cotton-textile industry, starting from scratch, had caught up with 
and completely demolished them. There remained to be taken care of only a 
very tired civilian market and a military denrand which probably did not exceed 
8 percent of the industry’s output. So let’s dismiss the possibility of a recurrence 
of inflated prices and put in its place what properly belongs there, which is 
nothing more than the hope that we may be able to restore without interference 
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some measure of profitable operations. As we have indicated, the economic 
difficulties in the realization of this hope are great enough. 

We now come to the heart and core of our answer to the stated question. So 
long as OPS has unlimited and continuing powers of control, its intent in the 
use of those powers is from day to day purely conjectural. Even if the intent 
be not to follow the depression prices downward with correspondingly lower ceil- 
ings, the industry does not know that and cannot know it. Even if an adminis- 
trative declaration of such intent were made, changes of official personnel, or 
of top-level thinking, would render it meaningless. 

Just now the situation is one of complete uncertainty and confusion, aS we 
view it. Informal and unofficial statements which reach us are conflicting. 
Evidence of a more tangible sort is that OPS continues its investigations and 
surveys and industry conferences. For these there is no justification whatever. 
The plight of the industry is an open book, on every page of which the facts are 
spelled out by official Government data. 

In line with the ever-present fear of adverse ceiling action is the heavy toll 
of expense taken from the industry, not only financially because of the legal 
aspects of compliance, but also physically and psychologically. These were 
summed up recently by Mr. W. H. Ruffin, president of the Erwin Cotton Mills, in 
an address before the Association of Cotton Textile Merchants of New York. 
Though prices are below ceilings, the problems of price control do not end. Said 
Mr. Ruffin: “The grind of the administrative machinery is still there; the inter- 
pretative work of legal counsel is still there; the labors of a corps of accountants 
and clerks are still there; the time-consuming job of analyzing regulations and 
making reports is still there; the prospects of new regulations with another wave 
of interpretations, analyses, computations, surveys, investigations, reports, pro- 
tests, and appeals are still there. The expense and harassment of all these are 
still there.” 

Mr. Ruffin noted the psychological effects: “Confidence is turned into doubt, 
courage becomes fear, resourcefulness is displaced by caution, planning is turned 
into waiting, the taking of normal business risks gives way to a drawing in of 
commitments, the sense of freedom is thwarted by a feeling of imprisonment.” 

In its appraisal of our case relative to the lifting of price controls, the com- 
mittee may wish to take note of the cotton textile situation in certain other 
countries. The textile depression is world-wide. In England, where a strong 
effort was being made to revive the industry, the lack of export demand has re- 
cently forced the closing down of a number of mills which had never previously 
closed for lack of business. 

In Belgium all cotton mills were closed during the first week of March, because 
the practice of closing for 2 days a week during recent months did not provide 
sufficient curtailment. 

In Japan the Ministry of Trade and Industry has directed a production cur- 
tailment of cotton goods amounting to 40 percent for an indefinite period. The 
unsold inventories of Japanese mills are reputed to be in excess of 400 million 
vards. 

Within recent weeks both France and South Africa have imposed import re 
strictions on cotton goods; the former to protect its domestic industry, the latter 
to preserve its dollar exchange balance. World production is well ahead of world 
demand in cotton textiles. 

In the United States the symptoms of inflation are subsiding throughout the 
entire economy. The BLS wholesale price index has drifted steadily downward 
and for the week ending February 19 was at 174.8 as compared with 184 in 
March 1951. Trade reports indicate a continuance of this decline. 

Virtually all of the vital strategic materials are now in substantially greater 
supply than was estimated 2 months ago. The material controls program has 
been sharply relaxed. Material limitations on residential building construction 
have been so far removed as to permit greatly enlarged activity in the building 
trades ; and estimates of automobile production for the second quarter have been 
raised from 750,000 units to a probable 1,000,000 units. The prospect of increas- 
ing activity in these areas would have been regarded as inflationary a year ago. 
Now they are hailed. as heaven-sent aids in the battle against unemployment. 
_ Surplus labor areas now remind us of the 1930's, and have become a national 
Issue 

The point has been reached where the heavy and increasing expenditures for 
the military aspects of national defense are doing no more than to offset the 
effects of reduced activity in other segments of the economy. 
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There is much sound opinion te suppert. the view that the Nation is now in 
“precarious balance,’—not as between inflation and deflation, but as between 
the present shaky level and deflation. Clearly a new phase has been reached 
in the execution of the mobilization program. The period in which the negative 
policy of price controls could be justified has given way to a period when, for 
most industries, a positive policy of freedom of action is sorely needed in the 
interest of further progress. 


Fact SHEET OF CONDITIONS IN THE CoTrTron TEXTILE INDUSTRY AS RELATED TO 
PRICE CONTROLS 


Unemployment.—Total textile mill employment was 1,865,000, February 1951. 
Employment down to 1,232,000 in January 1952 (1). 

Nore.—To spread employment, workweek was reduced. Otherwise, the 
number of unemployed would be vastly larger than the 133,000 now out of 
work.) 

Price depression.—Monthly average af 17 standard cloth constructions was 
95.02 cents (pound basis), March 1951.. This average dropped 27 percent to 69.03 
cents, February 1952 (2). 

Harnings drop.—Earnings after taxes for the textile mill products industry 
for third quarter 1951 dropped 54 percent from second quarter 1951 (3). 

VMargins decline.—Mill margin (source of all operating funds, wages, profits) 
averaged 49.80 cents, Mareh 1951. Pebruary 1952 mill margin average was 28.45 
cents, decline of 42 percent (4). 

Cotton consumption.—Daily consumption averaged 44,371 bales, first quarter 
1951. January 1952 average 37,655 bales, 15 percent decrease (5). 

Cloth production.—First quarter 1951, 2,842,000,000 yards. Fourth quarter 
1951, 2,302,000,000 yards (540,000,000 yards decrease) (6). 

Stocks on hand.—1.5 weeks’ production, March 1951. 5.1 weeks’ production, 
December 1951 (7). 

Unfilled orders.—15.4 weeks’ production, January 1951. 9.4 weeks’ produc- 
tion, December 1951 (8). 

Sources: (1) Bureau of Labor Statistics report for textile mill products industry (all 
mill, but excluding apparel manufacturing). 

(2) U. S. Department of Agriculture. 

(3) Federal Trade Commission (latest available report). 

(4) U. 8. Department of Agriculture. 

(5) Bureau of Census. 

(6) Bureau of Census. 

(7) Mill reports compiled by American Cotton Manufacturers Institute 

(8) Mill reports compiled by American Cotton Manufacturers Institute. 

The CHatrman. Mr. Rowland Jones, American Retail Federation. 


Will you come up and have a seat, please / 


STATEMENT OF ROWLAND JONES, JR., PRESIDENT, AMERICAN 
RETAIL FEDERATION, ACCOMPANIED BY PRES BERGIN, ASSIST- 
ANT TO THE PRESIDENT 


Mr. Jones. My name is Rowland Jones, Jr. I am president of the 
American Retail Federation with offices in Washington. 

As the name implies, the federation is a federation of 22 national re- 
tail associations and 32 State-wide retail groups. 

I am also executive vice chairman of the planning committee of the 
retail industry committee, an emergency group organized shortly 
after Korea to coordinate the retail industry in the handling of issues 
and problems arising out of the defense effort and to make available 
to Government the experience and technical knowledge of the industry. 

It is on behalf of the industry’s planning committee that I appear 
here today. 

A roster of the member groups of the planning committee is made a 
part of this statement. 
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I consider it a privilege to present to you the broad viewpoints of 
the retail industry on the important question under consideration by 
your committee. 

In many respects the owners and operators of the 1,771,000 retail 
stores in the United States occupy the best possible vantage point 
in our economy for appraising and justifying the necessity for 
economic controls. 

The retail counter is the final point in the production-distribution 
process. Across this counter flow the products of the Nation’s mines, 
mills, farms, and fisheries. 

While this flow continues, the Nation has a strong, stable economy. 
When this flow increases, it may be truly said that our ec onomy is 
expanding—and our standard of living is rising. 

Whenever this flow of physical goods i is interrupted for any reason, 
the domestic economy suffers in terms of stability and of living 
standards. 

And if the interruption continues, goods pile up at prior levels, and 
the workers in the mines, and mills, on the farms and in the fisheries, 
beoin to lose their jobs. 

Retailers know by bitter experience of the dangers of inflation— 
for soaring prices interrupt the flow of physical goods across retail 
counters. 

And retailers are the first to feel the direct effects of inflation by 
declines in physical sales, and increases in the cost of doing business. 

Similarly, they are first to feel the destructive effects of the de- 
flation when the bubble bursts. 

It is important to state that retailers are much more interested in 
unit sales, physical volume, than they are in the dollar total of their 
sales. They know that high unit sales mean more production, more 
jobs, and more purchasing power, and this all adds up to an expanding 
economy and more and more unit sales. 

In contrast, increases in dollar sales which outrun unit sales are 
the signals of danger ahead for all of our people, the retailer and the 
consumers he serves. 

0, higher prices do not mean prosperity; neither do they mean 
higher profits for retailers. Indeed, when higher prices cause unit 
sales to decline, retailers not only make less and less profit, but begin 
to lose money. 

It also is important to recognize these facts about retailing at this 
time, and I will elaborate upon them later, for an understanding of the 
retail function is essential in any attempt to gage the impact of con- 
trols upon the economy. 

During the past 2 months, in preparation for the appearance, the 

retail industry, through the mechanism of the planning committee, 
has reviewed carefully all facets of the controls picture. 

It has reexamined what happened after Korea, the stampede of con- 
sumers to retail stores, the flurries in price, and the rapid build-up in 
inventories. 

It has pitemtred to appraise the long-awaited impact of defense 
spending, and diversion of materials to military needs. 

And it has reexamined the position our industry adopted during 
the formulation and amending of the act. 

In this statement I will present the facts as to how controls are 
affecting the retail industry generally, and present the consensus 
of the viewpoints concerning the over-all question. 
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Specific facts about the specific trades will be presented by several 
suoianhen for the individual trades. 

So as to save your committee’s time, we have reduced the number 
of specific trade statements to the minimum sufficient to show trends 
which are typical for all retailers without duplication or repetition. 

With the outbreak of war in Korea, our Nation entered an emer- 
gency period of indefinite duration and intensity. 

No one knew whether hostilities could be contained within Korea, 
whether other trouble spots would develop, or whether such sporadic 
“police actions” would result in all-out war. 

No one knew how long the emergency period would last—whether 
in terms of months or of years. 

And, most importantly, no one knew how much the demands of de 
fense and foreign aid, under either partial or full mobilization, would 
affect the functioning of the domestic economy in the diversion of 
materials and facilities from civilan use to military and related pur- 
poses. 

These were the problems which the Eighty-first Congress faced as 
it passed the Defense Production Act of 1950, 


WHY THE DEFENSE PRODUCTION ACT WAS PASSED 


Experience was the only puicepost. (‘ongress remen bered the 
emergency periods of World War I and World War II. 

T hev were characterized by he following inflationary factors: 

1. Huge milit: ary demands on the Nation’s production of goods and 
services. 
Shortages of goods and services for civilian use 

3. An excess of purchasing power in terms of available civilian 
goods. 

t. Disruptions in the normal channels of distribution. 

For the retail industry and allied trades these factors resulted in 

|. A seller’s market. 

2. Generally increased sales. 

3. Reductions in retail services. 
t. Reductions in operating expenses. 
5. Stable and, in many instances, improved profits. 


=) 


THIS IS A DIFFERENT KIND OF EMERGENCY 


Remember the problems we cited at the start of this presentation 

That after Korea no one could predict either the duration or inten- 
sity of the emergency. The 21 months since Korea demonstrate that 
the present emergency is as unlike World War II as night is unlike 
day. 

Instead of military needs devouring 44 percent of total production, 
as in 1944, the needs of defense and foreign aid will take 14 percent 
of production in 1952 and a peak of 18 percent in 1953, according to 
President Truman. , 

There are no shortages except in the case of metals, and even here 
the impact remains to be felt at the retail levels. 

The Cratrman. Since you have been talking about prices, I pre- 


sume the whole amendment applies to retailers? 
Mr. Jones. Yes, sir. 
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The Cnarrman. Have you ever used excise taxes, applied the 
Herlong amendment to that ? 

Mr. Jones. We will come to that. 

The Cuamrman. The President has said the Herlong amendment 
was not only being used to stand by the normal markup, but it also 
used the excise tax and added a mark- -up to that. 

Mr. Jones. There is a complete and perfect answer to that charge, 
Senator. 

Instead of shortages, inventories of civilian soft goods, and even 
many durable items, are abnormally high at all levels. So this is a 
different emergency. 

In fact, were it not for the continuing uncertainty in international 
affairs, there could be little justific ation for controls of any kind. 

But the differences in the kind and the intensity of the emergency are 
important in appraising the impact upon retailing. 

The fact of more than adequate supply, instead of shortages, means : 

Strong upward pressure on prices has failed to materialize. Many 
categories of consumer goods were sold during 1951 and are selling 
in 1952 below authorized OPS selling prices. 

Senator Scnorrren. Mr. Jones, might I break right in here to ask 
you this general question ? 

Mr. Jones. Yes, sir. 

Senator ScHorrret. Do you anticipate, unless some curtailing effect 
comes along, some new outbreak in the emergency picture, any decrease 
in the productive capacity that you are geared to in all of these retail 
lines ? 

Mr. Jones. We see no possibility of that. In fact, merchandise is as 
plentiful as it has been in many years. One of the large retailers of 
the country told me only last week that a spot check of his business, 
which is substantial in size and covers a number of States, that all 
of the things that he sells were available on immediate delivery and the 
prices were soft. 

There has been no need for the Government to curtail or ration 
gasoline, tires, electric power, and the other items which were in short 
supply during World War IT. 

So there has been no pressure on retailers to curtail or eliminate 
delivery and other consumer services. And, there are other differences: 

There has been no comparable draft of manpower to the 
Armed Forces or diversion to defense industry as happened in 
World War II, so retail stores have been able to maintain or 
increase their employee rolls, in contrast to the sharp reductions 
duri ing World War II. 

This emergency has not required the fervor and willingness 
to iis 88 engendered during World War IT. 

As a result, consumers expect retail stores to operate as usual in 
supplying traditional standards of service and efficiency, and the 
factor of competition provides assurance that these standards will be 
maintained. 


WHAT DO THE DIFFERENCES AMOUNT TO? 


Experience during 1951 demonstrates that, unlike World War IT, 
the retail industry and allied trades are in a buyer’s market instead 


of a seller’s market. Sales in most segments of the industry either 





re 
Cle 


P 


s \ 


CO 


th 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 999 


declined.er were about even with 1950... And, in the few areas where 
sales increased, the gains were nominal. 

Experience in 1951 demonstrated that, retail: margins declined, as 
in World War II, but operating costs soared instead of declining. 

As a result, the retail industry generally has suffered serious profit 
declines. This result stems from two factors : 

1. A large sector of the retail industry is unaffected by the impact 
of mobilization. 

Senator. Scuorrre,., Will you elaborate briefly on: that for us, 
please ¢ 

Mr. Jonns. On the flexibility part, sir’ 

Senator ScHorrret. Yes. 

Mr. Jones. That is covered fully and very succinctly, I think, a 
little later in the statement; and, if it does not satisfy the Senator, I 
will be glad to elaborate. 

Senator Scuorerren,. Very well. 

Mr. Jones. Price controls as presently administered impose rigidi- 
ties and obstacles in retail operations which destroy business flexibility. 
It is our belief and contention that Congress did not intend such a 
result; and, indeed, such a result is not necessary to the effective opera- 
tion of price control and the attainment of the objectives of the Defense 
Production Act. 


HOW DID CONGRESS INTEND THAT BUSINESS BE CONTROLLED ? 


The intent of Congress to maintain and further the American 
system of competitive enterprise is stated clearly in the act. 

In section 2, Declaration ef Policy, the act states: 

It is the intention of the Congress that the President shall use the powers 
conferred by this act * * * within the framework, as far as practicable, of 
the American system of competitive enterprise. 

In section 401 of title IV, Price and Wage Stabilization, Congress 
further stated its intent— 
that the authority conferred by this title shall be exercised with full considera- 
tion and emphasis, so far as practicable, on the maintenance and furtherance of 
the American system of free enterprise * * * and the maintenance and 
furtherance of the American way of life. 

The Congress further stated that “any regulation or order” under 
title [IV “shall be such as in the judgment of the President will be 
generally fair and equitable * * *.” 

Perhaps the most important guide to congressional intent to main- 
tain and further competitive free enterprise is the section in title [IV 
which reads: 

The powers granted in this title shall not be used or made to operate to compel 
changes in the business practices, cost practices or methods, or means or aids 
to distribution established in any industry except where such action is affirm- 
atively found by the President to he necessary to prevent circumvention or 
evasion of any regulation, order, or requirement under this title. 

Senator Carenart, Will you wait just. a moment? 


The powers granted in this title shall not be used or made to operate or compel 
changes in the business practices, cost practices or methods, or means or aids to 
distribution established in any industry— 
and the exception was where somebody tried. to evade or violate the 
law. How could anything be more clear? 
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Mr. Jones. We were happy with that when the bill was passed. 

Senator Carenart. Their action evades the intent of the Congress. 
This formula that Mr. DiSalle or Mr. Johnston came up with respect- 
ing regulating profits and denying people the right to make applica- 
tions to their Government or petition their Government, unless they 
were in an industry that was making X amount of profit, was in my 
opinion a violation of the law. If they catch you doing it, they’ 
prosecute you. But it seems to be perfectly all right for the admin- 
istration, Mr. DiSalle and Mr. Johnston, to violate the laws of the 
United States. 

Mr. Jones. I would agree. They were certainly violating the law. 
Let us read it again: 

The powers granted in this title shall not be used or made to operate to compel 
changes in the business practices, cost practices or methods, or means or aids 
to distribution established in any industry * * *. 

When that language was placed in the bill in 1950, we were very 
happy about it. 

Senator CapeHart. It says: 

The powers granted in this title shall not be used or made to operate to compel 
changes in the business practices. 

Why, a man was in here a couple of days ago, speaking of cases 
where they changed the practices of the industry in selling steaks and 
selling meat. It is a direct violation of the law. 

I do not think anybody ought to be permitted to violate the law 
and the intent of Congress. 

Mr. Jones. I think the food industry is a prime example of where 
they have compelled an almost. complete revolution in business prac- 
tices and retail food distribution. 

Senator CarrHart. I have not heard OPS deny yet that they were 
requiring that they cut steaks as this gentleman stated the other day. 

Let us read it again and see if that is a direct violation of the law: 

The powers granted in this title shall not be used or made to operate to compel 
changes in the business practices, costs or methods, or means or aids to distribu- 
tion established in any industry. 

Is it, or is it not? I do not know. It certainly speaks for itself as 
far as I am concerned. 

Now, maybe Congress made a mistake in this language. Maybe 
they should not have said it. Maybe it is a bad bill, and maybe the 
Congress ought not to have said what they did, but the Congress did. 

Then why should anybody be permitted to violate the law or the 
intent of the law? 

Mr. Jones. One of the reasons for that, Senator—at the risk of 
diverging substantially—is that there is no court recourse under this 
act worthy of the name. There is no real way a man can get an adjudi- 
cation as to whether the Government is following this act or not, 
Only this committee and the Congress has the power to make the 
agency comply with the intent of Congress. 

Senator Capenart. Mr, Chairman, | would like to say, it is too bad 

Mr. DiSalle and Mr. Johnston are not here. They are gone, of 
course, and I suppose the new fellow will say, “Well, we did not do it; 
they did.” 

I would like to bring them up here and just discuss this particular 
section with them. 
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As a result of our hearings we find they compelled business, and 
labor, too, to change their business practices and cost practices or 
methods and accept what justification they have for it. Distinctly, I 
would be interested in that meat business. 

The Cxatrman. I think we have one or two other things that we 
have made memoranda upon to discuss with them. When they come, 
we will make a meena to discuss this. 

Senator Capenart. We ought to either take this out of the act, if 
we are going to extend it, as we have been talking about it here, or 
they ought to live up toit. It is either good or it is bad. 

If they can convince us that it is bad, then we ought to take it out 
of the act. We ought not to be violating the act or intent of Congress, 
in my personal opinion. 

I wish somebody would get together all of the practices which they 
have changed in doing business in America; the business practices, 
cost practices or methods, and let us find out just why they did it. 
We either ought to get rid of this section of the act, or they ought not 
to be permitted to violate the law. 

The CHamrMan. That is one thing the Congress certainly did not 
want done. I know I, for one, did not think so when we wrote the 
report. “We will have the staff make a note of this when Mr. Arnall 
and Mr. Putnam come up here. 

Senator Carenart, If it is best to let Congress give them a blank 
check without any restraints, that is one thing, but as long as the Con- 
gress does write the law I do not see why they should violate it. 

Mr. Jones. This committee would not take the section out just be- 
cause OPS had not observed its restrictions. 

Senator Scuorrret. If the Senator will yield, I want to say to Sen- 
ator Capehart that I think this is one of the safeguards to which busi- 
ness has a right to tie. It should never be taken out of there. 

I rather suspect that as a matter of administrative approach to this 
thing on our part, when we go into executive sessions and write this 
measure up, we can have these gentlemen down here. It will be a 
matter between the administrative agency heads and the men who have 
something to do about writing the legislative intent into the law. 

I think that is the time to get this thing cured once and for all. To 
find out whether they can circumvent the clear intent of the law or 
what their proposed line of procedure is if we give them an extension 
to this bill. 

Senator Carenart. The exception to it is: 
where such action is affirmatively found by the President to be necessary to pre- 
vent circumvention or evasion of any regulations, orders, or requirement under 
this title. 

I would like to know what the affirmative conclusion of the Presi- 
dent was in forcing the butcher in America to cut his meat differently 
than he did before. That ought to be interesting reading. 

Can we not get that, Mr. Chairman? It says: 
where such action is affirmatively found by the President to be necessary to 
prevent circumvention or evasion of any regulation, order, or requirement under 
this title. 

Let us find out what affirmative decisions he came to with regard 
to with regard to changing the practice of cutting the meat. 

The Cuarman. Of course, the President delegated the authority. 
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Senator Carrnart. The President delegated it to Mr. DiSalle, I 
suppose, but let us find out what affirmative action the President de- 
termined upon with respect to changing the customs of butcher shops 
in America cutting the meat, “in order to prevent circumvention or 
evasion,’ 

It may be that it is broad enough to give him the power that he 
needs, but it certainly will be interesting reading. 

The Cramman.” You may: proceed, Mr. Jones. 

Mr. Jongs. This is retailing’s position, generally, on controls. 

The retail industry did not engage in the public debate in the 
summer of 1950 on the subject of economic controls. It recognized 
that the full facts necessary to an objective appraisal of the situation 
were available only to the Government, and that the national security 
likely would be jeopardized by their public disclosure. 

Whether or not an emergency existed, therefore, could only be 
determined by the Government, and whether or not economic con- 
trols were needed had to be decided by the wisdom of the Congress. 
However, the retail industry did have objective views on the nature 
and scope of such controls. 

These views were made known to the Congress and the general 
public, and were based upon the poe ry’s experiences under a con- 
trolled economy during World War I and World War IT. 

rae experiences revealed the following economic truths: 

That the control of prices, without first attacking inflation at 
— source is, at best, meaningless and ineffective and, at worst, harmful 
and destructive of the objectives of mobilization and stabilization. 

That the sources of inflation relate to the supply of goods and 
services and the demand for them as represented in purchasing power. 

That the sources of inflation can be controlled primarily through 
intelligent, realistic use of the Government’s fiscal and tax policies. 

That prices cannot be controlled effectively except as costs are 
controlled—for every price is an aggregate of costs. 

That price-control regulations must recognize the necessity of 
controlling simultaneously all the elements of cost entering into the 
seller’s price, including raw materials, transportation, and wages and 
salaries. 

That price-control regulations must be fair and equitable between 
sellers, and classes of sellers, at all stages in the production-distribution 
process. 

That the control of prices at the retail level, as we shall demon- 
strate, should conform to customary practices and procedures’ which 
are traditional with retailers, in the interest of consumers, and which 
have been established through competition. 


THE CUSTOMARY PRACTICES OF RETAILERS 


Retailers do not establish prices. Instead, the price of an item at 
retail is the aggregate of all the costs which went into the production 
and distribution of the item from its raw material to finished product 
stage and, in its movement to the retail counter. 

The major costs to the retailer are: 

The cost of the item, the price the retailer paid to his supplier, 
the wholesaler or manufacturer. 
The cost of the transportation from the supplier to the store. 
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The retailer’s operating costs in getting the item into the hands 
of the consumer. 

These operating costs include a myriad of expenses. Handling and 
warehousing, if necessary, of the item when received from the sup- 
plier; stocking and displaying the item; wages and salaries of the 
store’s personnel, including sales, maintenance, and administrative 
employees; rent of the store and its maintenance; credit, delivery, 
and other customer services; administrative costs, such as the cost of 
sending buyers to the markets, financing, sales training, and insurance ; 
heat, light, and other utilities; advertising costs; taxes. 

There are other costs peculiar to specific kinds of stores in the 90 
different retail trades, but that list includes the major costs for most 
of the 1,771,000 stores which comprise the retail industry. 

[t is important to note here that excise taxes, imposed on an item 
at the manufacturer level, are as much a part of the retailer’s cost of 
the item as any other element in the cost of the item. When the man- 
ufacturer raises his price of $1 on an item to the retailer, to $1.10 
because of a new excise tax of 10 percent or an increase in the tax, the 
retailer must pay the manufacturer 10 cents more to obtain the item, 
just the same as though the 10 cents increase was the result of an in- 
crease in the manufacturer’s labor or material costs. 

It also is important to note that when the cost of an item to the 
retailer increases, many of the retailer’s operating costs, such as 
financing, insurance, sales commissions and rent, also increase auto- 
matically. 

How are retail prices determined? This is something upon which 
there is a great deal of misunderstanding. 

The retail counter is the final point in the production-distribution 
process. Here are multiplied all of the risks and judgments, good or 
bad, in designing, processing, fabricating, producing, and stoc cking a 
given item to meet the discriminating taste and needs of the customer, 
for the production of an item provides no assurance that it will be 
pare ‘hased by a consumer, either 

At the oh at which it is offered, at any reduced price, or any 
price at all; 

2. In the style, shape, size, weight, color, texture, taste, odor, or 
quality in, with, or of which it is made. 

These vagaries and uncertainties prevail in all of the ninety-odd 
retail trades from the grocery store, the hardware dealer, the dry- 
goods store, the jeweler, to the specialty shop. They prevail to a 
lesser degree on so-called staple items. Food, for example, and to a 
maximum degree in stores dealing in style and fashion merchandise. 
So, with all of these uncertainties, just how does a retailer price his 
merchandise ? 

Traditionaly, the retailer has used the term “margin” or “mark- 
up,” to describe that portion of the selling price which is added to the 
cost of the merchandise to cover his operating costs in getting the 
merchandise to the consumer at the retail counter or delivered to his 
home. 

Retail margins are expressed as a percentage of the selling price, 
So far there has been no reference to profit. This is intentional, for 
when a retailer buys, stocks, and prices his merchandise, he has no 
guaranty that he will make any profit. Before he can make a profit, 


96315—52—pt. 2——-3 








1004 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


the cost of the merchandise and his operating costs must be paid out 
of the margin. 

Then, if the retailer has been efficient in appraising the needs and 
desires of his customers, and in operating his store, and, if his sales 
volume was adequate, what remains of the margin is profit, before 
taxes. 


COMPETITION ESTABLISHES RETAIL MARGINS AND PROFIT 


Freedom of choice prevails in America’s market place. This means 
that no retailer has any hold on the favor of any customer. Instead, 
he must vie for the favor of the consumer with his competitors, the 
other retailers. This is true in normal times. It is equally true under 
price control, provided supplies are adequate. 

But how does competition affect margins and profits? 

Traditionally, the retailer knows that certain kinds of merchan- 
dise will take certain percentage margins or mark-ups. Involved are 
such factors as: 

1. Cost of the merchandise. 

2. Efficiency in appraising and buying for the consumers’ needs 
and desires. 

3. Stability of consumer demand. 

4. How much and the type of consumer services required. 

5. How much sales effort is needed to stimulate consumer demand. 

6. The rate of inventory turn-over. 

For these reasons, the amount of margin varies according to the 
kind of merchandise and the kind of store. Margin is generally lower 
in a food store where demand is stable, relatively, and turn-over is 
high. It is generally higher in a department store, furniture store, 
or specialty shop, where customer services are varied and numerous. 
It also is generally higher in stores specializing in so-called luxury 
items such as furs, where inventory costs and risks are high, and 
demand and turn-over are slow. 

Traditionally, the retailer also knows that. all consumer goods are 
in competition with each other for their share of the consumer’s 
dollar. This means that the margins and prices on so-called necessi- 
ties affect the margins and prices on so-called luxuries for all items 
are competing with each other. 


THE IMPORTANT FACTOR OF MARK-DOWNS 


Remember, we said the retailer has no assurance that his merchan- 
dise will sell at any given price? The result of this truth is the factor 
of markdowns. 

When a retailer adds his percentage margin to the cost of merchan- 
cise, he does so in the belief based on his best judgment that it will sell 
at that price. When it does not, the retailer’s only alternative is to 
mark down the price, even if it means taking a loss. 

Various factors result in retailers taking markdowns such as: 

1. Need for merchandising flexibility. 

2. Market conditions. 

3. Seasonal conditions. 

4. Supply conditions. 
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But, markdowns prevail even during periods of shortages such as 
in the World War IT years, 1942-45, when they averaged 4.3 to 4.7 
percent of the department store sales. This means the top 4.3 to 4.7 
percentage points, of the retailer’s margin, were sacrificed so as to 
lower the price. 

And, as we shall show, these percentage-point reductions generally 
mean the sacrifice of all profit on the items marked down. 

Gentlemen, this discussion here is aimed point-blank to the objec- 
tions to the Herlong amendment of which you have heard so many 
statements. So markdowns prevail during periods of shortages as 
they do when supplies of civilian goods are high. 

In 1950, department store markdowns averaged 6.1 percent of sales, 
but in 1951, for the first 9 months, they averaged 6.7 percent. So, 
the great levelers of retail margins and profits are: 

Freedom of choice of the consumer, and, the constant pressure of 
competition. For these reasons the difference between profit, which 
is necessary if the store is to remain in business, and loss, which if 
continued, would mean bankruptcy, is a narrow range of 3 to 8 per- 
centage points in the typical retailer’s margin, and 3 to 8 cents in his 
sales dollar. 

This is profit before taxes. It is much less after Uncle Sam takes 
his bite. Net profit averaged 3.8 cents per sales dollar during the 
18-year period 1933-50, for the retail corporations which published 
their financial statements during that period. (Source: National City 
Bank of New York, October 1951 Newsletter. ) 

Here’s how the 18-year net profit average (in cents per sales dollar) 
varied by kinds of stores: Food chains, 1.4; variety chains, 5.3; de- 
partment stores, 3: mail order, 4.5. 

Why did OPS favor margin control in controlling retail prices? 
That is easy and simple. 

First, it conforms to the intent of Congress because, it does not “op- 
erate to compel changes in the business practices, cost practices, or 
methods, or means or aids to distribution” and control of margins does 
little violence to the customary practices of retailers. It controls 
such practices without drastically changing or destroying them. 

Second, experience in World War II demonstrated that margin 
control is the only effective way to stabilize prices at retail for those 
categories of goods which lend themselves to such control. 

That experience proved the impossibility of stabilizing retail prices 
by a “freeze” or dollar-and-cents ceiling type of control, and, gentle- 
men, it was the threat of dollars-and-cents ceiling contained in the 
Johnston letter to Mr. DiSalle that caused retailing to seek the limi- 
tations involved in the Herlong amendment. 

For example, during World War IT, gross margins of department 
and specialty stores rose under the first price-freeze order, but they 
declined after the imposition of margin control. Specifically, gross 
margins averaged six-tenths of a percentage point higher, at the end 
of the freeze, in 1944, than when the freeze began in 1942. 

Margin control (MPR 580) was imposed in March 1945; retail 
margins fell three-tenths of a percentage point in 1945, and they de 
clined 1.9 percentage points in 1945. 

The decline continued after the removal of price controls in 1946 
due to competition and market conditions and reached a low point 
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in 1949. Indeed, when the Office of Price Stabilization announced 
the imposition of margin control, CPR 7, in this emergency period, 
it stated : 


That despite some increases (in 1950) this regulation is being imposed when 
inargins are still lower than in World War IT years. 


WHY MARGIN CONTROL IS PREFERRED BY RETAILERS 


Margin control permits the retailer to follow his customary prac- 
tices within the fabric of price control. The retailer adds his cus- 
tomary percentage margin to the cost of the merchandise. As such, 
when the cost of the merchandise declines, the retail price declines. 
And when the cost of the merchandise increases, the retailer may add 
his percentage margin to that new cost. But this means a higher 
retail price only if competition permits it, and if the consumer agrees 
to buy at the higher price. As such, the stabilization of retail prices 
depends upon: 

1. Stabilizing costs at prior levels and, 

2. Competition. 

OPS recognized this fact when, in announcing CPR 7, it stated: 

If controls at prior levels exert an equally effective stabilizing influence, con- 
sumer prices will be held in check. 


WHY THE HERLONG AMENDMENT WAS NEEDED 


Despite the issuance of margin control in CPR 7, in late February 
1951, and despite the admonition of Congress not to “change business 
practices,” there were indications that OPS was considering the use 
of cost absorption and dollar-and-cents ceilings. 

In March 1951, OPS granted manufacturers of rugs and carpets a 
15 percent price increase. But retailers were required to “pass 
through” the increase to the consumer without markup. The effect 
of this “cost absorption” upon carpet and rug retailers was immediate. 
Their percentage margin was reduced 3.5 percentage peer squeezing 
their flexibility to merchandise, and combining with market condi- 
tions, to reduce their profits 39 percent. 

That procedure was hardly “generally fair and equitable” within 
the meaning of congressional intent. 

Senator Carenart. In March 1951, the OPS granted manufacturers 
of rugs and carpets a 15 percent price increase, but retailers were re- 
quired to “pass through” the increase to the consumer without mark-up. 

Mr. Jones. That is right. 

Senator Carrnart. Is that not a direct violation of the law? 

Mr. Jones. Where it says, “within the limits of competition,” the 
retailer always tried to “pass through” the increase of the manu- 
facturers price, if he could. That was the historical practice. 

Senator Carenarr. Let us forget whether they should have done it 
or should not have; let us forget whether they were making as much 
profit, or no profit. I am not discussing that at all. That was a 
direct violation of the law, was it not? 

The powers granted in this title, shall not be used or made to operate to com- 


pel changes in the business practices, costs, or methods, or means, or aids to 
distribution, established in any industry. 
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Now, was it the historical practice of the rug dealers to, if they got 
an increase in cost, increase their ceiling price? 

Mr. Jones. It was an economic necessity that they do that and it was 
the practice for that reason, and well established. 

Senator Caprnmartr. By the same percentage ‘ 

Mr. Jones. Yes. 

Senator Carenarr. This is the historical method of doing business 4 

Mr. Jones. Yes, sir. 

Senator Caprnarr. When they changed that, did they not violate 
the law ¢ 

Mr. Jones. I think they did. 

Senator Carenarr. I would like to hear their explanation, Mr. 
Chairman, of why in this specific instance, they violated the law. 
The question here is, are we going to permit OPS to violate the laws 
of the land. 

The Caatrman. Will you ask for a report on that, Mr. Parsons? 

Senator Carenarr, If it was the historical method of doing busi- 
ness, the historical business practice, and they denied them the right 
to do ts n seems to me it, was a clear-cut violation of the law. 

Mr. Jones. In justice to the agency, however, this is the only ex- 
ample af ‘their attempting that and they have not tried it since. 

Senator Carpenart. Did they get away with it ¢ 

Mr. Jones. They got away with it momentarily, but its effect was 
short-lived because consumers just would not pay that increased 15 
percent. 

Senator Capenarr. It was not their fault they did not get away 
with it ? 

Mr. Jones. That is right. 

Senator Carenarr. I am not arguing whether they were right in 
the economies of it. Maybe the retailers are making too much 
money, but I have no way of knowing. However, I do say that we 
ought not permit any agency of the Government to deliberately 
violate a law. We put taxpayers in jail and fine them for doing 
those things, but it looks as though they have just been deliberately 
violating the law. Perhaps they can prove they have not. 

Mr. Jones. Almost at the same time as this, Economic Stabilizer 
Johnston announced his “85 percent profit standard” as the criterion 
for granting price relief to an industry suffering hardship under 
price control, 

In announcing his profit standard Mr. Johnston also directed OPS 
to proceed as rapidly as possible to impose dollar-and-cents ceilings 
wherever possible across the economy. 

As a result of these threats to “business ae cost practices or 
methods * * * the Congress, in July 1951, formulated the Her 
long amendment to the Defense Production a 

Senator Carenartr. That was to keep them from continuing to 
violate the law of the land? 

Mr. Jones. That is right. 

This amendment prohibits any regulation hereafter which “shall 
deny to sellers of materials at ret tail or wholesale their customary per- 
centage margin over costs” during the pre-Korean period. 
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WHAT'S WRONG WITH DOLLARS-AND-CENTS CEILINGS ? 


The factor of “cost absorption,” partial or full. OPA used the 
“cost absorption” technique in World War IT under the freeze. Here 
is how it worked: 

Let’s say the dollars-and-cents ceiling price of an item at retail 
was $2.95 and the cost to the retailer was $2; then the manufacturer 
of the item had an increase in his costs—perhaps wages had risen or 
material costs had increased. He applied to OPS for relief, say, for 
an additional 10 cents to raise his price to the retailer to $2.10, Let’s 
say OPA granted the increase—it actually granted a great many. 

But in the effort to hold the dollar-and-cents ceiling at retail OPA 
forced the retailer to absorb part of the increase, say 5 cents, and pass 
the balance of 5 cents on to the consumer by raising the price to $3. 

Needless to say, the retailer was squeezed, for often the cost ab- 
sorption took away all profit. But worse, the consumer also was hurt 
for retailers, unwilling to sell at a loss, often refused to stock the 
merchandise—and it often was diverted to other channels, the black 
and gray markets. 


MARGIN CONTROL IS NO BONANZA OR BOON TO RETAILERS 


Make no mistake about it. It controls the retailer’s business 
practices; it restricts his freedom to merchandise, as will be explained 
later; it does result in reductions in retail margins. It had that effect 
during World War II; it had that effect in 1951; it is having that 
effect now. But worse, retail margins are shrinking while expense 
rates are soaring, and while profits are declining. 

This squeeze ~ between declining margins and rising expenses pre- 
vails throughout the retail industry among small and large merchants, 
and among independent and chain stores : alike. 

The squeeze started early last year, as shown by the National City 
Bank of New York in this report for 53 large retail corporations for 
the first half years 1950-51. 


{In millions of dollars} 


Percent profit mar- 


Num . x gin on sales 
ber of rade groups pony reromnl 
firms 151 cnange 
1050 1951 

14 | Chains, food S at oete ‘ $2, 033 +20 1.6 1.1 

3 | Chains, variety 597 +10 23 2.5 

22 | Department and specialty 1, 787 +8 2.8 1.9 

4 Mail order 1, 722 +7 4.9 4.2 

Total 6, 139 +11 3.0 2.4 


This shows the decline of the percentage profit margin on sales 
from 3 percent to 2.4, which is a very drastic squeeze in profits before 
taxes. 

And the squeeze grew worse quarter by quarter. 

For the year 1951 the bank reports the following declines from 
1950 in net income after taxes for 82 retail corporations: 


Percent 
15 chain stores, food 21 
32 chain stores, variety 11 


55 department and specialty__-__ . 16 
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But the squeeze of declining margins and rising costs is even worse 
for retailers of food products who have been denied their customary 
percentage margins. 

It is a travesty on the “fair and equitable” provision in the Defense 
Production Act that the retail food field, which handles the largest 
tonnage and dollar volume at the lowest cost and the smallest profit 
should be the segment of our industry which is the most severely 
squeezed by price controls. 

The retail industry is united in its contention that this discrimina- 
tion against food retailers should be corrected. 

Price-control regulations covering food retailers should conform to 
the customary business practices of such retailers. This means that 
food retailers should be permitted to use their customary percentage 
margins which the Herlong amendment provides for o ther retailers. 

This principle is essential in price control and the retail industry 
urges this committee to revise the Herlong amendment so that this 
principle must be recognized in all retail regulations. 


INFLEXIBLE MARGIN CONTROL IS UNREALISTIC FOR THIS EMERGENCY 


This is a gg emergency, as retail operating results prove. 

in World War II, retail margins are declining, but operating 

costs are soaring. And the result? The reduction of retail profits 
below the level of “generally fair and equitable.’ 

Indeed, there is evidence to indicate that ret: uiling as an industry 
can qualify for hardship relief under the terms of the highly criti- 
cized and unrealistic “Johnston profit standard.” 

Let’s look at the department store trade as just one illustration. 

The Johnston formula provides industry-wide relief only after 
profits have slumped below 85 percent of the average of the three best 
years in the period 1946-49. 

The three best profit years for department stores were 1946, 1947, 
and 1948. Here is how 1950 and 1951 profits compare with those years: 


Net gain before tares 


{Index of dollar profits, 1946-48 equ ils 106 


eee . 95. 5 95. 5 
1951. - @ 69.0 66. 0 


1 Harvard School of Business Administration 
? Comptroliers’ Congress of the Nationa] Retail Dry Goods Association 

Would retailers have experienced the same results if there had beer 
no price control? The answer is “No,” and certainly not to the same 
degree because (1) margin control prevents the retailer from “mer- 
chandising.” 

In a retailer’s normal operation prices fluctuate according to market 
conditions. This means that in normal times the merchant has flex- 
ibility to ms ake up lost margin on some goods by taking compensating 
mark-ups on “good buys.” 

However, under price control with frozen margins, the only fluc 
tuation is downward. 
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The vagaries and rigidities of the pricing chart produce loss in 
margin, 

Often an increase in the cost of the merchandise throws an identical 
item into a cost bracket with a lower percentage mark-up than was 
normal before price control. 

This effect of “merchandising” prevails normally even in periods 
of falling prices and falling sales. 

But rigid margin controls do not permit “merchandising” so the 
retailer has no incentive to obtain the “good buy” and the consumer 
cannot obtain the benefit of the merchandise at a lower price. 


SO, WHAT'S THE ANSWER? 


First, the evidence is clear that the concept of pre- Korea margin is 
unrealistic and obsolete in terms of the mounting expenses prey vailing 
in this emergency. OPS should recognize the fact that pre- Korean 
margins are not “fair and equitable” by permitting greater flexibility 
under margin control and other retail regulations. 

In this connection the retail industry has made several recommen- 
dations to OPS which, if approved, would permit greater flexibility. 
Generally these concern— 

1. Recognition of the mounting cost of retail operations. 

Permitting retail management to reduce or eliminate certain 
functions which do not directly affect price. They have refused to 
do that. 

Providing “hardship relief” for individual retailers. 

Reducing or eliminating, wherever possible, the record-keeping 
requirements of price control. 

Second, there also is clear evidence that huge sectors of the economy 
are operating under conditions of ample supply and reduced demand, 
conditions for which price control was not originally contemplated. 

Therefore, the Congress should call upon OPS to decontrol or 
suspend control in all sectors of the economy wherever such controls 
are not necessary to, or removal of controls is necessary to, the objec- 
tives of the Defense Production Act. 

The CHatrman. Now, Mr. Jones, these other organizations, the 
National Retail Credit Association and National Retail Furniture 
Association and the National Foundation for Consumer Credit and 
so forth, they are all members of your organization ? 

Mr. Jones. They are all members of the Retail Pl: anning Committee 
for which I am speaking here. 

The “pea \IRMAN. You are the over-all organization / 

Mr. Jones. That is right. 

The Cc HAIRMAN. Are there any questions of Mr. Jones ? 

Mr. Jones. Mr. Chairman, I have one other thing. 

The Cuatrman. I was going to ask you to high light your further 
remarks. 

Mr. Jones. The retail industry has reached accord on the follow- 
ing basic principles: 

First, that economic controls, such as those provided in the act are 
abhorrent to, and inconsistent with, the competitive enterprise sys- 
tem and the freedoms inherent in the American way of life which are 
the basis of the strength and continuing growth of our Nation. 
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Second, that the retail industry opposes in principle the use of such 
controls except under circumstances of compelling necessity created 
by war or threat of war and characterized by serious inflationary 
pressures and disruptions in normal economic relationships. 

Indeed, the undue use of such controls even in such an emergency 
inevitably leads to greater centralization of Federal authority and 
the abridgment of the very freedoms which the emergency controls 
purport to protect. 

lor these reasons, while the degree of the present emergency may 
or may not require control authority, the Congress, in making this 
determination, must continue to weigh the necessity for imposing 
controls, and the manner in which they are administered in terms of 
their potential harmful effects upon the competitive enterprise sys- 
tem and the national economy. 

Third, in view of the present uncertainty in international affairs, 
and for this reason only, the retail industry takes no position at this 
time, either for or against, the extension of the authority for price and 
wage control in the Defense Production Act. 

Fourth, in recognition of the fact that controls are not operating in 
many areas of the economy where materials and services are in ade- 
quate supply, the Congress should call upon OPS (1) to decontrol or 
suspend controls in all such areas where controls are not necessary, and 
(2) to remove completely all controls at the earliest practical moment 
in accordance with section 402 (f) of the act. 

lor example, under present economic conditions price controls are 
exerting relatively little influence on the prices and distribution of most 
consumer goods, 

In reference to such procedure, the retail industry calls to the at- 
tention of the Congress the provisions in section 402 (b) (4) of the De- 
fense Production Act shila reads : 

Wherever ceilings on prices have been established on materials and services 
comprising a substantial part of all sales at retail and materially affecting the 
cost of living, the President (1) shall impose ceilings on prices and services 
generally, and (2) shall stabilize wages, salaries, and other compensation gen- 
erally. 

The retail industry supported this principle during the formulation 
of the act, and it now submits that the converse of that principle is 
equally true, to wit: 

That wherever controls over prices have been suspended on ma- 
terials and services comprising a substantial part of all sales at re- 
tail and materially affecting the cost of living, all price and wage con- 
trols throughout the economy should be removed simultaneously. 

Fifth, that wherever prices are decontrolled or suspended on ma- 
terials or services at levels prior to the retail level, similar decontrol 
or suspension be automatically effective at the retail level. 

Sixth, that the retail industry vigorously opposes any efforts to re 
peal or weaken the Herlong amendment. . 

Seventh, that the retail industry reaffirms that the provisions of the 
Herlong amendment prohibiting the denial of customary pre-Korean 
percentage margins must be made applicable to all retail price-control 
regulations. 

Kighth, that the retail industry reiterates its basic positions adopted 
following the outbreak of hostilities in Korea. 
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1. Control authority should be reviewed annually by the Congress. 
In no event should the control authority be reenacted for more “than 
a 1-year period. 

That if price control is to be continued all elements of cost enter- 
ing into the seller’s price, including wages and transportation, must 
also be controlled. 

That method of price control at the retail level must be consistent 
with the customary fon siness practices and methods which are his- 
torical in retailing and which have been set by competition. 

4. That price- control regulations must be fair and equitable be- 
tween sellers, and classes of sellers, at all stages in the production- 
distribution process. 

Ninth, that it is the viewpoint of the retail industry that regulation 
W appears to be ineffective as a control device. There is adequate 
production and a plentiful inventory at all levels of the economy of 
the major consumer durables subject to the regulation. There is no 
upward price pressure in these lines. 

To the extent that there are loans outstanding against this supply, 
consumer purchases of the durables on the installment plan make it 
possible to retire these loans and thus reduce the monetary supply. 

Restraining the purchase of these consumer durables to curtail con- 
sumer debt simply creates more debt in other levels of the economy. 

The regulation may dampen the sale of some goods, but it shifts 
consumer expenditures to other lines; and instead of increasing con- 
sumer savings it often promotes liquidation of present savings in 
order to put purchases on a cash basis. 

Thus, at a time of ample supply the regulation has the effect of 
discriminating against one type of purchaser, and against types of 
retail outlets which serve that purchaser, and shift the debt burden 
from one level of the economy to another. 

A complete review of consumer credit controls will be presented 
by the National Foundation for Consumer Credit, a member of the 
planning committee. 

The Cramman. We thank you very much for your testimony and 
we will give due consideration to what you have had to say, particu- 
larly with regard to violation of the law. 

Mr. Jones. Thank you very much. 

The Cratrman. The next witness is Mr. Ward of the National 
Retail Dry Goods Association. Mr. Ward, will you come up, please? 


STATEMENT OF G. L. WARD, REPRESENTING NATIONAL RETAIL 
DRY GOODS ASSOCIATION AND THE LIMITED PRICE VARIETY 
STORES ASSOCIATION 


Mr. Warp. Mr. Chairman and members of the Senate Banking 
and Currency Committee, my name is G. L. Ward. TI am associated 
with S. H. Kress & Co., operator of retail stores in 29 States and 
Hawaii, and I appear today on behalf of the National Retail Dry 
Goods Association and the Limited Price Variety Stores Association. 

NRDGA is a voluntary trade association of some 7,500 department, 
specialty, and chain stores and LPVSA numbers more than 7,400 
stores in its membership. Both groups represent retailers located in 
every State of the Union and the District of Columbia. The total 
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annual dollar volume of sales of the membership of the two associa 
tions exceed $12 billion at retail. 

I appreciate this opportunity to appear before this committee for 
the second time in as many years to discuss the impact of inflation 
on our economy and more particularly on ret: uiling, for it was also 
my privilege to present to this commnittee the views of NRDGA and 
LPVSA in connection with the first extension of the Defense Pro- 
duction Act last year 

Now, as then, the greatest concern of retailers is the preservation 
of our Nation and its economy. Now, as then, the retailers of this 
ee are pleged to an unsparing effort against any and all threats 
to the Nation’s welfare, and they stand re: ady to cooperate fully pe 
effectively to defend our Nation against any scourge, whether it be a1 
armed enemy, poisonous statism, or that economic ravager, inflation. 

All three threats have afflicted our economy for some time and there 
are too many living corpses representing the evils of war, gangrenous 
inflation, or cancerous statism for any of us to take these consequences 
lightly. 

And it was with those hazards in mind that retailers recently re- 
viewed their position with respect to the Defense Production Act and 
the attendant-control program. To the extent that circumstances 
have changed substantially since the latter part of 1950, the NRDGA 
believes that new conditions require complete rethinking of the prob- 
lem and may call for important modifications in the control program. 
However, we recognize that current international conditions may 
reflect uncertainties in our defense needs for the future, and to that 
end we urge that the Congress explore thoroughly and completely 
whether there is a need for continuing controls in order to insure 
that the economy which contributed materially o the success and 
potency of this Nation is not being made the political scapegoat for 
bureaucracy. 

NRDGA and LPVSA have always maintained that except in a na 
tional emergency all direct controls on the normal functioning of the 
economy should be vigorously opposed. Excessive controls tend to 
ward the federalization of power, undermine the democratic process 
and lead ultimately to the police state. The threatened inflation of 
1950, in the opinion of many, constituted a national emergency requir- 
ing direct controls. 

At the time the associations adopted the stand, which was supported 
by the great majority of economists, that even under the threat of infla- 
tion, the principal attack must employ the tested fiscal measures 
which have proven effective in the past, namely: 

1. General credit controls, including higher interest rates and cur 
tailed Federal Reserve support of the Government bond market. 

2. Selective credit controls, including restrictions on certain uses of 
credit. 

Reduction in the nondefense expenditures of Government at the 
National, State, and local levels. 

4. A sound and effective program for promoting voluntary saving. 

5. The use of types of taxation that will effectively reduce consumer 
spending, without increasing the total tax burden. 

6. All possible encouragement to increased output. 

To the extent that price controls were adjuged necessary to supple- 
ment the foregoing measures, retailers steadily urged that any price 
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control legislation should establish the need for controlling simul- 
taneously all the elements of cost entering into the seller’s price, in- 
cluding but not limited to raw materials, agricultural commodities, 
wages, and transportation costs. 

The history of the post-Korea period shows conclusively that the 
administration neither used anti-inflation measures of a fiscal nature 
as fully as it should have done, nor did it establish workable controls 
of the various elements entering into costs, especially wages and 
agricultural prices. 

As a matter of fact, the Government’s fise al policies instead of curb- 
ing inflation, have been the “chief cause” of inflation. This was 
pointedly emphasized by Senator Paul H. Douglas in his recent ap- 
pearance before a joint congressional subcommittee investigating Gov- 
ernment credit and debt-management policies. Keeping a low interest 
rate on Government bonds and the unlimited buying of Government 
bonds by the Federal Reserve—both apparently at Government “dicta- 
tion”—are directly contrary to the best interests of our economy. 

Match this with the fact that despite the ever-increasing demands 
of Government for added tax revenues for defense, the need for which 
has now been postponed to 1954-55, and we know that this is the time 
to call a halt to wasteful and inefficient Government and at the same 
time to insist that Government expenditures be confined only to those 
activities most urgently needed. 

This is espec ially so when we note that the Commerce Department 
reports that the annual rate of wages and salaries before taxes in 
January 1952 hit an all-time high of $175.6 billion. Of this, the au- 
nual rate of all Government payroll rose $300 million to reach $31.7 
billion. Private industry payments fell $100 million to $143.9 billion. 
Can it be that over 18 percent of the annual rate of wages in this 
country is necessary for governing purposes, and that we need almost 3 
million employees exclusive of the Armed Forces on the Federal 
payroll? 

And, speaking of Government payrolls, we invite attention to a 
recent editorial of the News, a local paper in Cascade, Idaho, which 
reports that for a single district office in Boise, Idaho, of the Office of 
Price Stabilization—one which the News says is among the smallest 
in the Nation—the annual total payroll comes to some $320,000 for 63 
employees at salaries ranging from $2,750 to $9,600. It takes one-third 
of a million dollars a year for salaries for that office to say nothing 
of rent, transportation, expense accounts, supplies, and all the other 
items of overhead. 

Multiply this figure by the number of such offices around the 
country and we wonder whether this wasteful expense mighf not better 
be directed toward defense. 

We maintain that the time has come when Government must live 
within its means without confiscatory and destructive taxation for 
nonessential activities. 

Senator Scnorrpen. Mr. Ward, you are not supposed to talk that 
realistically up here. 

Mr. Warp. Besides failing to establish effective antiinflationary 
fiscal measures, the administration failed to estimate ac curately mobi- 
lization needs and completely misjudged our industrial capacity. 
Moreover, the Government’s program failed to establish workable 
controls over the various elements entering into costs. 
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Under these conditions it is patently impossible for any controls 
to work effectively and hence it 1s important that before the Congress 
extend the power to control it consider whether controls have ‘been 
administered properly, fairly, and equitably as specifically intended 
by the act. 

When Ceiling Price Regulation 7, the basic retail control directive, 
was issued on February 27, 1951, the statement of considerations pro 
vided : 

It should be noted, parenthetically, that any increase in the unit overhead 
costs of retailers will be absorbed by retail sellers under this regulation, Ac 
tually there is little reason to suppose that in the period immediately ahead 
the unit overhead costs of retailers will rise. On the contrary, a continued 
high level of sales, a market in which mark-downs will be less important, and in 
which some services may have to be reduced, are more likely to assure a re- 
duction in the ratio of operating expenses to sales. 

Actually this forecast was about as wrong as wrong can be. Unit 
overhead costs of the retailer did rise, and sharply; mark-downs be 
came more important rather than less important; there was not a con- 
tinued high level of sales; no services were reduced; and the rate of 
operating expenses to sales rose instead of declining. As a consequence 
of these unforeseen dev elopments, retailers find themselves in a 
virtual strait-jacket. They alone, among the important elements in 
the economy, have no tolerance, no hardship provision, no element of 
flexibility that could be invoked. 

As a result, many retail stores suffered a more severe curtailment 
of earnings than practically any other line of business in 1951. As the 
9 months’ report of the NRDGA controllers’ congress shows, the total 
expense ratio for stores with sales over $1 million climbed from 33 
percent to 34.2 percent; the gross margin dropped from 36.4 percent to 
39.5 percent, and the net profit from merchandising, before taxes, fell 
from 3.7 percent to 1.5 percent. 

Senator Scnorrre,t. How long can you continue with that drop? 

Mr. Warp. At that rate of drop, we could not continue very far 
without having even more retailers in the red than are there now and 
I am coming to that. That represents a decline in profit of almost 
50 percent. This in spite of a 1 percent rise in sales. This drift 
toward reduced profits is further apparent by the number of stores 
reporting losses during the same period as compared with the pre- 
vious year. A year ago 13.5 percent of reporting department stores 
had losses from merchandising operations. The 1951 figures reveal 

36.5 percent of these identical stores are in the red. 

Senator Scuorrre.. Is that Nation-wide?/ 

Mr. Warp. Yes, sir, this represents the controller figures for all 
department stores. | 

Re peated overtures to the OPS Administrator for needed relief to 
correct this hardship and inequity met with continuing assurances 
of action in the “near future.” After 14 months of living under OPS 
there is still no provision for a hardship application by any indi- 
vidual merchant under CPR 7 irrespective of how seriously he may 
have suffered as a result of the direct operation of price regulations. 

Senator Scrtorrret. Mr. Ward, I think it was testified to here that 
they wanted some of these amendments out; namely, the Capehart 
amendment and the Herlong amendment. The slaughtering quotas 
they wanted reimposed and ‘a few other things down the line. They 
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repeatedly told us that there was a provision for hardship cases, lead- 
ing us to believe—I think this is a fair inference—that they are han- 
dling these hardship cases. According to your testimony, they are 
not doing it. 

Mr. Warp. I think there will be more evidence of that in my 
testimony as I go on. 

Is that fair and equitable treatment especially when every other 
segment of industry does have some relief provision ? 

Another problem which has seriously affected retailers—both large 
and small—under CPR 7, is the matter of seasonal merchandise. 
Under CPR 7, price charts for determining ceilings are set up on a 
merchandise category basis. A typical category covers “sportswear 
and beachwear.” The date for fixing the « ‘ategor y percentage mark- 
ups which fix ceilings for this category was Februar y 24, midwinter, 
when most stores would have an unrealistic representation of items 
in such a seasonal category. Yet their entire pricing structure for 
such goods during the summer season of 1951 was predicated on 
the basis of the sharply curtailed item inventory on February 24. 
Recognized by OPS as a matter warranting relief, all that we get 
are continuing assurances of action in the “near future.” 

Freight and railway costs are constantly being increased by au- 
thority of the Interstate Commerce Commission. Parcel-post rates 
were upped last fall. These increases imposed a staggering burden 
on all retailers’ costs. Again OPS ae ane the need for relief, 
but assurances continue of action in the “near future.” 

Under the provisions of CPR 7 identical cat with different net 
costs have different retail ceilings. Relief is still awaiting the 
“near future.” 

In December 1951, OPS suspended an established practice of issu- 
ing orders fixing dollar-and-cent ceilings at retail for goods on which 
manufacturers had historically maintained resale prices. At the time 
assurance was given that corrective action would be forthcoming 
promptly. Now, almost 3 months later, retailers are completely con- 
fused by vendors insisting that they maintain a retail price which 
their price charts prohibit. Another “near future” agency policy. 

We could address our remarks at great length to other agency 
actions that unjustly affected retailers but for the sake of brevity I 
will refer to the instance of small merchants. They were given 
every indication early last year by the OPS that the burdensome 
preparations and record-keeping requirements of CPR 7 would be 
eliminated for them to facilitate the then impossible task iekibeibing 
such smaller merchant of complying with pricing controls. That 
“near future” relief has still not materialized. But with the commit- 
tee’s indulgence, I would like to interrupt my remarks at this point to 
permit a small retailer to tell his own story. 

The Cuarmman. We have had a good many requests of that nature. 
| had two this morning which I declined. “We have nine more wit- 
nesses to hear today and I will ask you to forgive us because we have 
our work to do besides this. 

The committee voted to go on a national basis on this and give 
everybody a chance to be he: ird and some people have come thousands 
of miles. If we hear them all, we will not get out of here until late 
tonight. 
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Senator ScHorrren. Mr. Chairman, might I ask the witness this 
question? Is Mr. Schaefer’s situation pointed out in this statement in 
full and in detail ? 

Mr. Warp. No, sir. 

The Cuatrrman. We will be glad to have him file a statement, but the 
point is this: I have had other people ask me about it this morning 
and I have refused them. 

Senator Scnorrren. He is to understand that he may file a state- 
ment in connection with this. 

The Cuatrman. Without objection, we will have any statement of 
Mr. Schaefer or anyone else made a part of the record. 

However, any other procedure would be a great inconvenience not 
only to us, but to the other witnesses. 

(The statement referred to follows :) 


STATEMENT OF WILLIAM S. ScHAEFER, REPRESENTING THE NATIONAL RETAIL 
Dry Goops ASSOCIATION 


My name is William S. Schaefer. I am the president of a small retail store in 
Westfield, N. J. I am appearing here today in the interest of all small retailers 
who are sincerely trying to comply with price-control regulations. My experience 
with controls, I believe, are similar to those of thousands of other retailers. The 
mass of regulations that have heen issued are so complex that I must spend 
evenings and week ends trying to find out what I must and must not do. 

My store has been in operation for half a century and we have gained a repu- 
tation that has been built upon serving our customers with quality merchandise 
at the lowest prices possible. We object to being held up by our Government 
as lawbreakers because we innocently priced merchandise a penny or two above 
ceiling. Out of 24 violations, the total amount of these violations amounted to 
$19.16. One thing I want to make clear: Our violations were net primarily for 
selling goods above ceiling, but for offering them for sale. 

The following letter I believe clearly states my problem: 

“The OPS is beginning to grind down on small business. To prove our small- 
ness our store is 50 by 90. 

“An investigators came in early in January. He spent several hours each 
day checking our records. When he concluded I asked him what our violations 
were. He said he was not allowed to help us but they would be forwarded to 
Newark, N. J., and Washington for enforcement division. 

“We received a letter telling us to call Newark for an appointment. I had to 
take time out with an employee to get instructions. 

“No. 1: A list of violations was not available for us. We had to copy their 
list. No. 2: The list did not show the maker or the item only an invoice number. 
No. 3: The OPS price did not show the rule they applied. In other words, they 
made it as difficult as possible for us to comply. 

“The investigator claimed all stores had violations. Item 1, we could file an 
amended category return. We did on one category and were called by phone 
because prices listed were not in numerical order. We had added prices missing 
from our first filing at the bottom. We have since filed to suit their regulations. 
Item 2, this amended return when approved will not be retroactive. A past omis- 
sion cannot be rectified. What is right today stands as a violation as of yester- 
day. 

“Our total violations of overcharges were $23.80. Of these, eight items were 
nationally advertised prices and universal for all stores carrying the article. 
But because the manufacturer did not get OPS approval (CVR 7, sec. 43) it 
was subject to the complicated pricing rules and each store would have a different 
price which they admitted was happening. All rules resolve themselves to two 
nearest price, but only the lower markup is applicable so as new cost prices are 
bought the steady trend has been a lowering of margins. 

“The retail business is fluid and highly flexible. You constantly get a few 
cents more or less narkup to maintain customary price ranges. Not with OPS. 

“If you mark at $7.50-per-dozen item at $1 each you can continue to, but if 
you buy another at $7.25 it will figure out to $0.98. An $8.95 retailer costing $63 
per dozen at 1-percent terms, becomes $8.84 if it is bought from another house 
at identically the same price but less 2 percent. 
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“We have had a 50-cent sock zo to $0.46, a $6.95 bag come out to $6.75, a $3.95 
girdle come to $3.92. It isn’t the few cents involved because the decrease would be 
a fraction of 1-percent decline and not serious, but it is the totally unrealistic 
prices involved plus the daily figuring of every item coming into our store. It is 
bureaucratic meddling for the sake of regulation. It is a rigid code unadaptable 
to retail practice. 

“A $22.95 dress is O. K. but if it is another size group it would be $21.16 and 
both hanging side by side. An $18.95 Proctor mixer so advertised comes out 
to $17.80 on our chart. If it is right for store A to get $18.95 by what specious 
form of reasoning should store B be forced to undersell him? 

*“A $1.95 baby’s dress comes to $1.92, a $1.75 ladies’ panty comes to $1.68, and 
so forth, and so forth. These are a few among many dozens with new ones al- 
most daily. 

“The regulations are difficult to understand and the exceptions (new items 
not under a reported category, and so forth.) are confusing but it is the time 
we cannot afford. We have only two office help, a cashier and a bookkeeper, our 
buyers are also sales people and it is either overtime or work under increasing 
pressure. 

“A large store had a $5.95 bag based on a $45-per-dozen cost. He was offered 
a $42-dozen bag and it figured on his chart at $5.64. He refused to purchase. 
He didn’t like the markup and had no such price range. His next lower price 
was $5. 

“Other than a few high priced advertised items our ‘violations’ ranged from 
$0.01 to $0.31, all technical differences due to different net costs involving a 
nearest lower markup. 

“We are celebrating our fiftieth anniversary and are a reputable store with a 
fine reputation. In fact, we are considered the leading store in town, and here 
we are faced with offering illegal prices by the United States Government and 
not doing a thing different than we or any other store has done for the past 
HO years. 

“In the Newark office, when we objected to the inquisition, the word ‘injunc- 
tion’ was nsed. Apparently, we can be closed up. At another point with another 
‘expert’ (he admitted he was, after college and 6 years in business) when we 
talked of fighting, he said he didn’t think the public would approve of our 
‘overcharging.’ 

“A law that charges only for overceiling prices but does not give credit 
for undercharging is unfair. Many items are deliberately marked down to be 
sure to be within a violation. 

“The OPS does not have a master list of business. There must be 250 stores 
in Westfield. When we objected to being the guinea pig for our town (an ex- 
ample to frighten the rest into compliance) they said they didn’t have enough 
investigators. I suggested if they needed 500,000 I would fight to help them get 
that many. Any law that requires such an army of Federal snoopers is ob- 
viously wrong and crazy. 

“We are also informed we will be checked again going back to last August 
1951. Why keep hounding us? We know of stores in other towns who have not 
even filed a chart. Why not check all stores for filing even if not for compliance? 

“As for the small stores, they are scared to death and haven't the time or 
the guts to kill the socialistic nonsense. We will if it involves time or money 
or publicity or all three. Not one in a hundred will make an outery. They will 
pay their miserable little fine and be glad to get off the hook and get peace of 
mind. 

“It is stupid to control prices at the retail level. He has got to get his historic 
markup of 40 percent and so the retail price is virtually fixed when he buys 
at wholesale. Stores will not net over 2 percent of sales this year so there is no 
fat at the retail level to trim. 

“He can overcharge but with all textiles in the primary markets or the finished- 
goods stage in superabundance; it is no trick to get merchandising or bargains, 
and never was a competitive price so important as now. Stores were off 2 per- 
cent in December and have been running 10 to 15 percent off for January and 
February. Nobody is overcharging. 

“We have been ordered to put each category number and rule and price on 
each item on each invoice.. Can you imagine endlessly writing ‘Category 219, 
Rule 4,’ and so forth, over and over for thousands of invoices and many thou- 
sands of individual items? There may be four different rules on each invoice. 

“This is ‘kid stuff.’ It’s playing a stupid game when you should be busy buying, 
or writing orders or attending a trade meeting or greeting customers or writing 
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ads or planning promotions or displays. It’s an unwarranted waste of other- 
wise valuable time to no purpose. 

“To sum up briefly—a price can be legal in one store and illegal in another, 
a price can be legal today and illegal yesterday, a price can be legal in one depart- 
ment but illegal in another department in the same store. 

“The play is called The Merchants’ Dilemma or—Caught in the Categories.” 

We have been willing to do everything in our power to comply with complicated 
regulations, but frankly, we do not do enough volume nor do we have the staff 
to spend weeks on end trying to comply with regulations we do not understand. 

Just to give you one example of what I am talking about let me recite one case. 
As I said above there are a hundred complications involved for the small retailer 
in trying to comply with OPS regulations. In my store we issue about 150 checks 
a month for merchandise. Each check will pay, on the average, about three in 
voices. This means that in the course of a year we receive about 5,400 invoices 
The minimum average of the number of items covered by an invoice would 
be 4 so that we must check about 21,600 items annually. But here is where 
the trouble starts. We must check the item with regulations and note under 
what category the item falls and in addition the rule number under which the 
item is priced. I ask you, is there any reason why a retailer cannot keep in 
compliance with OPS regulations? As I told you, I must occupy myself with 
the running of a store, hiring a staff, buying merchandise, advertising, and all 
the other problems that are involved in running any business. Then, in addition, 
I must make a minimum of 21,600 investigations to make sure that Lam not selling 
any item a penny above ceiling. 

If this were a problem of protecting the consumer I would be happy to make any 
sacrifices. But, this is strictly a matter of bureaucrats fighting for power to 
intimidate the small-business men of the country. Because a few merchants 
became confused with the regulations, such as failing to “retail” invoices prop- 
erly under pricing rules, OPS indicated in the public press that violations were 
for overpricing. 

Because of the mistakes I had made in trying to properly comply with OPS 
regulations, I was asked to sign an “Offer in compromise.” This document is a 
rather legal looking form bearing the legend “OPS Form No. 605 (12-51). 
GPO—O—OPS 1548.” If I sign this document to get the OPS investigators off my 
neck the document states clearly that I am released from, “and only from, civil 
liability imposed by section 409 (C) of the Defense Production Act of 
noe OS 

Gentlemen of the committee, I come here in an effort to find out why an Ameri- 
can businessman must come under the yoke of the OPS secret police and be 
held up to his neighbors as a violator of a Federal law because he failed to mark 
a pricing sheet in exact compliance with a score of regulations. Such detailed 
studies may be made by a large retailer, but if my Government expects the 
thousands of small merchants throughout the country to spend a day or two a 
week trying to keep in compliance with a lot of ineffective regulations, I can 
tell you that they are not going to doit. I say this not because we, the small 
merchants, are not patriotic, but simply because we lack the manpower and 
the hours to do it. 

There are no shortages today. Nothing is selling at ceiling prices. Prices 
are lower than they were a year ago and are still dropping. We are spending 
more for taxes, labor, transportation, and every other cost of doing business. 
On top of this sales are off seriously. Add these problems to the major problem 
I spoke of above and you will see the problems that face the small-business men 
of this country. 

I hope you will find it possible to lighten the load on all retailing by decontrol- 
ling those items that are selling below ceiling prices. 

In conclusion I hope that you Members of Congress will find ways and means 
to lighten the load of regulations that fall upon the small merchant who cannot 
turn over the task of price controls to a junior executive, but who must work 
them out himself. 


Mr. Warp. May I interject something else here that will take about 
15 seconds? 
The Cuarrman. Yes. 
_ Mr. Warp. I wanted to bring in here the cost of their record keep- 
ing and perhaps I can do it this way. 
96315—52—pt. 2——-4 
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The original records for the GCPR and CPR-7 took an average 
of 14.7 weeks in our stores. We have 259 stores. At a weekly cost 
of $42.60 per week that is $162,000. That was just for the preliminary 
regulations. 

Now, the expense per week averages $13.80 per week for each store. 
That comes to $185,000. That means that OPS in a year’s operation 
cost. us $348,039, and that does not take into consideration any expense 
involved in the New York headquarters office for preparing all these 
lists, the time of the buyers, and the time of the executives writing 
instructions to send to our stores. 

Senator Carrnarr. Without passing upon the merits of whether 
it should or should not be done, anyone should know that it costs a 
lot of money and takes a lot of time. No one would deny that who 
knows the facts. It does take a lot of time and it does cost a lot of 
money. Anybody that knows anything about the facts would know 
that that is true. 

Mr. Warp. This harrassing, confusing, expensive control system 
has not controlled prices for, contrary to Government forecasts, it 
has not been controls but the normal competitive factors which have 
brought many prices well below original ceilings. In other words, 
competition, not controls, is deter mining most department store prices 
today, and yet the taxpayer is carrying the burden of financing the 
expensive luxury of an OPS. 

The Consumers’ Price Index, prepared by the BLS, reveals that 
on January 15, 1952, the index remained at the all-time high of 189.1 
reached on December 15, 1951. Yet apparel and house furnishings, 
classifications affecting department, specialty, and chain stores par- 
ticularly, continued to drop appreciably. Apparel hit a peak of 209 
on September 15, 1951, and by January 15, 1952, fell to 204.6. House- 
furnishings reached a peak of 212.6 on May 15, 1951, and dropped to 
209.0 by January 15, 1952. Yet all other factors in the index showed 
continuing increases under price controls. 

The Departme nt Store Inventory Price Index, released by the 
United States Department of Labor on March 11, 1952, shows the 
following percentage decreases since July 1951 for the commodity 
eroups indicated. 


Percent 

Piece goods, domestic, draperies PS. eee ce Budiase 4.8 
Shoes ieee Sadi dec ls Mn ig ae Pa otiion oie can inaiitiianie’ ae ee 1.1 
Ladies’ underwear a taeda ihe a Natt l Nt a cea AE tal haath edt: tg 7 
em I Sn mk 0.7 
I a scnhiienimiiditaiiaatedy pibeaiecaligibleed cle Siucsindi 2.9 
Major appliances and e lectrical I adit ten cinihds tei Masinsiod iteiaan tee & 7 
Notions and toilet articles._._................ eae an ti laial is sisi 0.8 

The only increases were in the following departments: 

Percent 

Ladies’ outwear and girls’ wear____--_--__- rath seilRaeiamiapessceinitins apidcie SE 
Sr Eo cael enrailecetctennapelon hadith acuiecdseaileuinainamenhenaeiesiaiiae +2.1 
Ladies’ accessories — oad ae iirc aaeeecinai bk emia Sacer atlas naliomieneail +1.3 


But on an over-all basis, the soe- called “soft goods” areas declined 
0.9 percent, “hard goods” declined 2.3 percent, and the total store 
index declined 1.3 percent. 

These statistics emphasize our basic premise, that price controls 
have controlled nothing and highlight the principle that in the absence 
of an impelling need for direct controls as a supplement to an effective 
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fiscal program, such controls unnecessarily jeopardize that which has 
made us strong—a vitalized business economy. We are reluctant to 
stand for the immediate revocation of controls for as citizens and 
merchants the welfare of our Nation is uppermost. 

However, as sellers principally of soft lines, we call attention to 
the fact that all indications reveal that price controls are unnecessary 
in those industries, and we feel very strongly that the Congress should 
insure that the tremendous powers vested in an administrative agency 
are not abused by continuing controls any longer than may be abso- 
lutely essential to our Nation’s over-all well-being. 

Retailers are too familiar with “the near future” promises which 
have been glibly dispensed in the past. We feel that the unwarranted 
hamstringing of business can do nothing but dissipate our strength. 

As further indications that the time for seriously considering 
suspending controls may be near, we point to the cut-back in defense 
spending, the lifting of limitations on new construction, the easing 
of production restrictions on automobiles, and other users of vital 
metals, and the cut-back on stockpiling essential materials. 

The normal functioning of the basic laws of supply and demand 
have begun to take over where agency laws have failed. 

And, “speaking of agency enactments, we cannot overlook the al- 
leged stabilization of wages. Despite the fundamental percept that 
prices cannot be effectively controlled unless wages are similarly con- 
trolled, the Wage Stabilization Board has authorized the following 
minimum-wage increases on average earnings: 10 percent over wage 
levels of January 1950, 6 percent annual increase for merit and/or 
length of service in 1951, 6 percent annual increase for merit and/or 
length of service in 1952, 4.2 percent cost-of-living increase. 

This Government-authorized minimum percentage increase of 26 
percent does not include the ae impact resulting from decontrol over 
so-called nonwage payments or fringe benefits such as health and 
welfare programs and pension ae The Defense Production Act 
defines these fringe issues as compensation subject to controls, yet the 
Board’s action has resulted more in wage and cost stimulation rather 
than sound stabilization. 

In the words of Bernard Baruch, we must “stop bunking the public 
by saying that wage increases can be granted without increases in 
price levels.” 

Retailers have opposed too the assumption of dispute settling powers 
by the Wage Stabilization Board for we believe that such problems 
should be handled by the specially established procedures of the 
Federal Mediation Service and the Labor-Management Relations 
Act. 

Moreover, the Wage Board has expanded its areas of activity not 
only over direct. w age issues, but also to include such noneconomic 
matters as union security, which may result in the establishment of 
the compulsory union shop and mandatory dues check-off by Gov- 
ernment edict. This supports our worst fears that Government con- 

trols can be excessive even in an emergency, so as to destroy another 
principle of democracy, freedom to bargain or not to bargain col- 
lec tively. 

While it m: iy be necessary for the Board to assume dispute settling 
powers in defense industries to avoid the stoppage of defense produc 
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tion, we believe that such powers should be limited only to those cases 
certified to the Board by the President as vital to our defense effort 
and should be limited solely to direct economic wage issues. 

The dispute settling authority of the Board should not be extended 
to include nonwage issues. Furthermore, the dispute settling power 
should not be broadened to cover nondefense industry either as to 
direct wage or nonwage adjustments. 

To the degree that we have ineffective wage stabilization, additional 
obstacles are created in the administration of sound price control. 

Before concluding my remarks, I feel it incumbent to refute the 
erroneous and misleading statements made to this committee by Gov- 
ernment witnesses concerning what the uninformed have called the 
“cuaranty of profit” to retailers under section 402 (k) of the Defense 
Production Act. 

That provision, as has been demonstrated herein, has not and can- 
not underwrite a profit for retailing. It merely recognizes and in- 
sures to retailing a customary method of doing business which has 
characterized that trade from early days—namely, a percentage mark- 
up method for determining prices. 

In that connection, for my own company, here are some of the 
things we are not permitted to include in cost : 

Selling wages went up 11 eye in my company in 1951, 

Nonselling wages, 9.8; light, 4 percent; supplies, 15 percent; in- 
surance, 17 percent; incidental expenses, 17.5 percent; management, 
7.8 percent. 

Now, none of that can be included in the costs upon which we put 
our mark-up. Moreover, some criticism has been leveled at retailers 
that that section provides retailers with an unwarranted profit on 
excise taxes imposed by statute on some other level of distribution. 
These excises create an additional cost of merchandise for the retailer 
as does any other amount he pays over to'a vendor for goods. 

It increases his investment in merchandise, boosts his insurance rate, 
and represents a sum he must pay long before he has a chance to sell 
the goods. 

Actually, as in the case of stock shortages by theft or loss, or in the 
instance of merchandise mark-downs, he may never recover the 
amount so paid. 

So long as excises are imposed at the manufacturer's level, that sum 
represents a “cost of merchandise” to the same extent that any manu- 
facturer may treat as “cost of production” any tax he pays on materials 
purchased. Any other approach would be discriminatory. 

Should the Congress decide that there is a need for extending the 
control powers provided in the Defense Production Act, then the 
principle of percentage mark-ups of section 402 (k) must be retained 
for retailing. In any case, retailers must be given hardship relief 
by way of flexibility or tolerance on their current frozen mark-ups 
to take care of the burden of increased operating costs, especially 
wages, transportation, and supplies, factors which are beyond our 
control. 

Frankly, we believe that the power to provide such badly needed 
adjustments is vested in the pricing agency, but our unfortunate 
experience with the hazards of “near future” promises of relief from 
OPS prompts us to seek assistance from the Congress. 
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In concluding, I reiterate the basic proposition that price controls 
alone cannot possibly curb inflation. I assure this committee that 
retailers will rely on the judgment of the Congress with respect to 
our need for direct controls, but such authority should not be extended 
for more than 1 year. At the same time, precautions should be 
adopted for the institution of decontrols or control suspension with 
the least possible delay in those areas where our economic well-being 
permits. 

Under any circumstances, if price controls are needed, relief from 
unfair and inequitable hardship should be provided immediately; 
and corollary controls should be imposed on wages, raw materials. 
transportation, and the other elements of a retailer’s costs. 

The Cuatrman. Mr. Ward, we appreciate your testimony. 

Mr. Wagner of the National Association of Credit Jewelers was 
to testify, but he is unable to appear. Without objection, his state- 
ment will be inserted in the record. 

(The statement referred to is as follows:) 


STATEMENT OF THE NATIONAL ASSOCIATION OF CREDIT JEWELERS, INC., WILLIAM 
WAGNER, EXECUTIVE SECRETARY 


The National Association of Credit Jewelers, Inc., is an association of 
approximately 1,800 member retail jewelers located in all sections of the United 
States and operating within all sales volume classes. Sales of its member 
stores account for approximately 70 percent of installment jewelry sales in the 
country. The association maintains its principal offices at 545 Fifth Avenue, 
New York City, under the direction of William Wagner, executive secretary. 
Officers and directors are drawn from the association membership 

In its consideration of a possible extension of the Defense Production Act, 
the association asks that the Congress consider the following : 


PRICE CONTROL 


Section 402 (b) of the act has resulted in the imposition of general price 
controls as authorized in subparagraph (4) thereof. 

Inevitably, under a general control of prices through Government regulation, 
individual inequities arise, the immediate correction of which, perhaps, mas 
be justifiably delayed in view of the over-all problems which must first be met. 

At this time, however, after more than a vear since the imposition of controls, 
it seems appropriate and desirable to examine certain individual situations and 
take corrective action, 

This association has concluded, after careful analysis, that the imposition of 
price control on jewelry generally, and strictly adornment jewelry particularly, 
creates a burden without a benefit and, therefore, the controls on adornment 
jewelry should be removed. The reasons which compel this conclusion are 
briefly stated as follows: 

1, Adornment jewelry, generally speaking, has been selling below the ceiling 
prices established. 

2. The demand for jewelry is limited and even within its limited market sales 
have been, and analysis indicates will continue to be, slow. 

3. Competition is keen and on the increase. 

4. Supply is plentiful and no shortages are anticipated in the foreseeable 
future. 

5. The 20-percent excise tax now imposed on jewelry sales, besides being an 
additional burden on jewelers, has exerted an effective brake on jewelry sales. 

6. Jewelry is perhaps the classic example of a ‘“‘non-cost-of-living” item and, as 
such, its prices have little or no perceptible effect on the national economy. 

7. The average jeweler operates a small specialized business. It is recognized 
that compliance with Government directives for the keeping of special records, 
ete., is more difficult for the small operator because, generally speaking, he is 
not equipped to cope with the record-keeping problem. 

The effect of control, therefore, has been to add to the already overburdened 
jewelry industry an additional burden—a burden without a compensating effect 
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since, as has been shown above, the prices of jewelry are stabilized by other 
factors. 

Decontrol of some lines of goods would be meaningless to the seller, insofar 
as the record-keeping burden is concerned, since other lines sold by the same 
merchant would remain under control. The elimination of the control of jewelry, 
on the other hand, would be extremely beneficial to a large number of merchants 
whose sales are principally confined to jewelry. 

In view of the circumstances enumerated above, the National Association of 
Credit Jewelers urges that, if the Defense Production Act is to be extended, 
provision be made therein for the decontrol of items of merchandise where a 
substantial number of the reasons enumerated above exist or, in the alternative, 
that the act as extended include a directive that controls be suspended where, as 
above, the circumstances warrant. 


CONSUMER CREDIT 


Control of consumer credit, as promulgated by the Federal Reserve Board in 
the form of regulation W pursuant to section 601 of the act has not been extended 
to the sale of jewelry. This exclusion has been wise. There has been no percep- 
tible increase in accounts receivable arising from the instalment sale of jewelry. 
In its previous application to jewelry, regulation W has been found to be harmful 
to the industry. It served to dislocate the industry but did not curtail buying. 

For these reasons, the National Association of Credit Jewelers urges that the 
Defense Production Act, if extended, include a provision which would prohibt 
further extension of regulation W without specific findings as to the necessity 
therefor, which findings should be required to be based on compelling and compe- 
tent evidence, after hearings participated in by representatives from the affected 
industries. 


The Cuarmman. The committee will have to recess as we have a 
quorum call in the Senate. 

The next w itness I see sche duled he re is Mr. Behrens. 

The committee will stand in recess until 2:30. 

(Whereupon, at 12:35 p. m., the committee recessed, to reconvene 


at 2:30 p.m., the same day.) 
AFTERNOON SESSION 
The Cuamman. Mr. Behrens will you come up and have a seat, 
sir. 


Your statement will be made a part of the record. I hope you can 
Lit the high spots on it since the committee has read it. 


STATEMENT OF M. I. BEHRENS, NATIONAL RETAIL FURNITURE 
ASSOCIATION 


Mr. Benrens. I know vou gentlemen will be glad to hear that I 

ive no Intention of reading this brief but I would like to emphasize 
some of the high s} 

Phe Cuamman. I think that does more good than to read it. for 
this reason—we have all read it. 

Mr. Benrens. I think I should introduce myself. My name is M. I. 
Behrens, Jr. 1 am executive vice president of Ludwig-Baughman in 
New York. I am also a member of the Retail Industry Advisory 


=pDots. 


Committee to OPS and of its Problems Subcommittee. 

Now I want to stop at that point to say that I have very good 
reason—I was also } e last war, the Chairman of the Retail Home- 
furnishings Industri riaibats Committee—to understand and appre- 
ciate the extreme difficulty of th e task which faces OPS and I want 


- * . . . ; ‘ ‘ 


Sav that i \ ontacts W 1 OPS they have been sincere and 


Sollee 





Ye 


ir 
ie 


ae” BIO we 


aaa eee 3 


Sot iat 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1025 


honest; they have been attempting to do a good job. Maybe I might 
think, well, on occasion, that it is not possible to do a good job with 
the impossible, but 1 do not think that has been through a lack of 
sincere effort on their part; our relations with the agency up to this 
time have been very good. 

One more thing I want to say about myself before I go on to the 
brief, I am not a chronic objector to governmental controls. As a 
matter of fact, the last time that I testified before the Congress on 
price controls—in 1946 at the end of World War 1I—also for the 
National Retail Furniture Association—our position was et we 
wanted price controls to be continued for a further period, albeit, 
with some modifications. 

The CHatrman. You believe. though, that where things are in 
great excess as they are in the furniture business or as they are in 
textiles or canned goods—that where things are in great excess there 
should be less controls. 

Mr. Benrens. Yes, sir, and I would like to add this, that it is my 
sincere conviction that no substantial portion of the economy can be 
decontrolled sensibly or practically without decontrolling everything. 

When I say, “decontrol” I should not use that word. I mean “sus- 
pension of control.’ 

I think it may well be that an exploration should be made at this 
time to determine whether the economy is not in an area where we 
could well suspend all these so-called direct controls. 

I just said I represent the National Retail Furniture Association 
which as you probably all know comprises members all over the 
United States, some nine to ten thousand members, who do a little over 
80 percent of the furniture business done in furniture stores. 

I would like to emphasize one thing more about these stores: Most 
of them do not sell only furniture, they also sell sleep equipment, 
floor coverings, major appliances—in fact the best way to put it is 
that these stores sell all-‘the merchandise which turns a house into a 
home. 

Senator Scuorrren. Let me explore a little further the statement 
you made a moment ago: I believe you said that you did not think 
to decontrol, or let us say suspend controls, upon segments of industry 
could be done without suspending then altogether. 

Mr. Benrens. That is right, sir. Substantial segments. 

Senator Scuorrr::. We have instances in here wherein certain in- 
dustries have shown conclusively that from the inception of price 
controls, practically, everything has been down, down, down, under- 
neath ceiling prices. 

I do not know whether that is true with reference to your industry 
ba it has been pretty largely true in a lot of others. 

Mr. Benrens. It is certainly true of furniture, Senator. 

Senator ScHorrren.. Then in that event what in the world would 
be the justification for saying that when there is an industry like 
that, which for months and months has been far below ceiling, why 
would you think that suspension of controls should be denied? May- 
be one or two others might be in extremely short supply and would 
merit continuation of controls? 

Mr. Benrens. You are putting the emphasis a little differently, 
though I am glad you said that because that enables me to clarify 
what I mean. 
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Senator Scnorrrer. I did not want the record to stand just the way 
it sounded to me. 

Mr. Benrens. If an exceptional trade or group of goods still re- 
quired control that would certainly be no reason not to suspend con- 
trols on other goods. 

I will be specific about it: I don’t think you could have suspension 
of controls, purely, let us say, for ladies’ apparel. I think that the 
men’s clothing people and the furniture people would, with every 
justification, come down to Washington screaming, “We are in the 
sume position as these fellows; why leave us out ?” 

That is what I mean. 

Senator Scnorrren. You have a related situation there. I get your 
point. 

Mr. Benrens. That is right. 

I want to emphasize and I will show you a little more dramatically 
later on, that completely contrary to everything predicted by the Gov- 
ernment under the Herlong amendment to the Defense Production 
Act, the profits of furniture stores in the first 9 months of 1951 have 
dropped 39 percent. That is a pretty high percentage. It is of the 
utmost urgency that if price control authority is to be renewed, the 
Herlong amendment must be retained, 

I want to go further and say that while this does not apply to the 
furniture trade, I have learned that in the instances of some other 
trades, notably food, IT understand, it is necessary that the Herlong 
amendment be further clarified so that its principles will also apply 
to these trades. 

The Cuatrman. Of course, you are testifying for furniture. 

Mr. Benrens. That is correct. 

The CHarrman. We heard the food people here all last week. 

Mr. Benrens. That is right. 

Now I think the most important job that I have to do is to explain 
why there has been so much misconception about the Herlong amend- 
ment. I am going to come back to that a little later. I heard sev- 
eral people talk this morning about the assumption that costs would 
decline. I am going to show you what has happened in our trade 
where costs have risen drastically and margin has declined. In fact, 
I might say right now that the 9 months figures which are all I have 
officiaily to show you, would indicate that margin has dropped slightly 
while expenses have risen drastically. 

However, preliminary figures for the year end indicate that 
margin in furniture stores in this country will have dropped in the 
neighborhood of 2.5 full percentage points and that is something like 
the entire profit made by these stores. 

[ want to say that we concur in and support the statements made by 
the Retail Industry Committee, and the American Retail Federation 
this morning, in that we are not at this time taking any position one 
way or the other, upon the renewal of controls, feeling that that is an 
issue which should be left to your committee to determine. We are 
trying to tell vou what we think has to be done if controls have to be 
continued. 

There is no question of the fact that, as we discussed a moment ago, 
there are many areas where price controls are not presently exerting 
any influence. ; 
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I want to make one further general statement before I go into 
actual facts and figures, which is, as I know, what you are inte rested i in. 

There is not now and there never has been any reason for restriction 
of consumer credit. It is rationing by the pocketbook, it is rationing 
by how much money you have inste ad of by need, it is highly dis- 
criminatory and it has no effect whatever upon inflation or upon the 
economy as a whole, 

Now again, I am going to try not to bore you gentlemen. The whole 
story is going to be told to you by the National Foundation for Con- 
sumer Credit. I just wanted you to know that the National Retail 
Furniture Association supports the Foundation for Consumer Credit 
in their position on this matter. 

From this point on 1 am going to try to stick to facts and figures, 
because that you cannot get so we aI] from a brief as from this material. 

The purpose of this chart is to show you gentlemen the miscon 
ception which exists with regard to the Herlong amendment and 
with the concept of margin. We retailers use the word “margin” 
to mean everything between the net factory cost of the goods and 
the price on our retail shelves—the price at which the merchandise 
is sold to a consumer. 

Many manufacturers do not use the term in that way. 

Now just take a look at the picture: 59.76 percent goes to cost 
of goods plus the freight. We have to pay the freight. 

Senator Frear. Dot you get it all in by r ailroad ? 

Mr. Benrens. Railroad, truck, and water in some instances. Many 
different ways. 

Senator Frear. When furniture goes to the retailer, does it usually 
come prepaid or does the retailer handle it? In some branches it is 
customary to prepay the freight. But not in furniture / 

Mr. Benrens. No, sir; it isnot. With very rare exceptions. 

Now, 35.05 percent is operating expense. ‘These figures are all 
based on the first 9 months of 1951. I wish we had the 12-month 
period, because it would be even more dramatic. 

I will tell you a little secret, gentlemen. We purposely put the 
cost of the goods on top and the operi ating expense on the bottom, 
because it isa vise. That is what is happening now. Weare getting 
squeezed. What is left in the first 9 months of this year is 5.19 
percent. 

Now I want to point out to you that this whole figure here con 
tained in this bracket, of 40.24 percent, is What the retailer calls his 
margin, but as you can see very quickly, by 7 to 1 it is not profit 
but is expenses. 

A little later on I am going to show you more about these expenses 

These are all furniture stores but it is not all furniture. There 
are floor coverings, appliances, and so on. 

The CuHairman. What would be included except furniture / 

Mr. Benrens. Appliances, floor coverings, draperies, and linens— 
all home goods. As I said, all the goods that go to make a house a 
home. 

Now this is a further breakdown to show you what it consists of. 
There is operating profit before the taxes. Half of this 5.19 will 
go to taxes. 

Senator Carenarr. You pay taxes, too / 

Mr. Beurens. I think so. 
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Senator Capenart. This is the day. 
Mr. Benrens. From what I read in the papers lately, 1 wonder how 
many people do, but we pay them. 

Senator Frear. I believe that is interesting. You cannot pay taxes 
unless you make a profit; is that right? 

Mr. Beurens. That is correct. 

The CuatrMan. Some people who make it do not pay taxes. 

Mr. Benrens. I have heard that. 

Just to run town there very quickly so you know what it is, 3.10 
of the margin is delivery cost. Then we have handling cost at 3.98. 
We are handling bulk goods and what the department stores call 
“will takes” do not exist in our trade. There are many items of dif- 
ference between a department store and a furniture store. 

Advertising and publicity, 4.71; rent and occupancy, 6.13, includ- 
ing insurance, light, heat and power, and so on, and 8.24 for selling 
expense, and 10.9 for administration and buying. 

If you like later on—I do not want to take up too much of the 
time, but if you like I can breakdown administration and buying 
still further. 

The 10.9, perhaps I should go into it further. 

Included under our standard accounting in buying are executive 
salaries, buying salaries, credit salaries—do not forget, gentlemen, 
that furniture stores and most of these stores are in the installment 
business and these are collection costs on credit, printing and stationery, 
telephone and telegraph, credit and collection expenses, office sup- 
plies, traveling, dues and subscriptions, legal and audit services, pro- 
vision for social security tax, compensation and liability insurance, 
and so a That is all in that one figure. 

Now, as I said, I just want to hit the high spots here but it is 
important for me to point out because I did not hear anybody else 
say anything about this this morning: Another thing about margin 
is that it comes from the margin on individual articles. 

Now let me just take a simple arithmetic example: If IT have the 
figure 10 and the figure 5, the average is 7.5. If at any time Ts say 
the average—that is seven and a h: f—is going to be the new maxi- 
mum, then the resulting average, that is the aver age of seven and a 
half and five, must go down, and that is the reason, gentlemen, why, 
under margin control, margins generally in furniture stores and de- 
partment stores and all kinds of stores have gone down. 

The Crarrman. But the business has increased in dollars and cents, 
hasn’t it ? 

Mr. Benrens. I beg your pardon. 

The Cramman. The margin has gone down but the business in 
dollars has increased ? 

Mr. Benrens. Not in the past vear; no. Our volume has been 
severely off in furniture stores. Not for the whole vear of 1951 be- 
cause we had a very good spring, but in the second half of 1951 our 
volume was very severely off from the previous year. 

Now could we have the next chart. please ? 

{ want to show you what has happened to our profits, because, as 
Senator Frear said a little while ago, we can or ily pay taxes if we 
have profits. 


Senator ScHorpre.. Is it true, though that the Herlong amendment 
was never intended to assure profit ? 
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Mr. Benrens. That is correct, sir, but all we want to show is that 
we have not been making a bonanza under the Herlong amendment 
as I understand some of the authorities of Government to have claimed. 

The CHatrmMan. This committee did not say that. 

Mr. Brurens. Good. 

The cost of goods is about the same in both years. The expenses, 
however, rose from 1950 to 1951, from 31.77 to 35.05 percent of sales. 

The margin as you see dropped only 0.66 of 1 percent. That, gen- 
tlemen, will between two and two and 2 half full percentage points by 
the end of the year, judging from our preliminary, rough figures. 
However, we went by the figures that we had accurately and complete. 

In the meantime, our operating expense has gone up about three and 
a quarter percentage points, w ith a result: ant drop as you see, of over 
3 percentage points or a 39 percent drop in operating profit before 
taxes. 

Senator SCHOEPPEL. Do you calculate in there or do you have any 
abnormal conditions that have developed that would make this big 
drop ?¢ 

Mr. Benrens. No, sir. It is rising expenses against frozen margin. 
It is those two faces of a vice that you saw in the first chart, with 
expenses rising and profit percent or margin remaining stationary. 
It has been this process which is squeezing the profit. 

I might tell you this—there was some reference to this this morn- 
ing: Of seven large furniture chains in New York with whom we 
compare figures, I have already seen figures on four and every one of 
them is in the red for the year 1951. 

The Cuamman. For the year 1951? 

Mr. Benrens. Yes, sir, 1951, last year 

The CHarrMan. Do you mean they all lost money last year / 

Mr. Benrens. Yes, sir. 

The CHatrmMan. All the big furniture companies / 

Mr. Benrens. I did not say all the big furniture companies. I 
said those I saw figures of, the four stores I saw the figures of in 
New York, lost money. 

Of course, after taxes, this 39 percent decline will be increased be- 
cause the taxes have gone up too. The estimate is that the profit drop 
will be between 45 percent and 63 percent. 

As I just said, any furniture store who is much below the typical 
is obviously going to come out with a loss. 

Now I would like to refer to some figures which were submitted by 
Mr. Arnall, I believe to this committee. I just thought it would in- 
terest you to see what is happening in an individual store. These 
figures are just beyond me. 

The CuatrmMan. Do vou say Mr. Arnall submitted those figures to 
this committee ? 

Mr. Benrens. Yes. 

The CuarrmMan. On furniture? 

Mr. Benrens. On all kinds of merchandise. 

The Cuatrman. There is not any use to do that, because this com- 
mittee has received that from Mr. Arnall. I suggest we stay on fur- 
niture because we will get on other things later. 

Mr. Brenrens. I do not think you understand me, Senator Maybank. 
I want to dispute his figures. He says. for example, that bedroom sets 
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are down 1 and 2 percent in ceiling prices. He says that living-room 
furniture is down 1 and 2 percent. I have the precise figures here. 
Of living room suites I have three examples here where they are down 
between 3 and 6 and not 1 or 2 percent. 

The CyatrmMan. How about cheaper furniture‘ 

Mr. Benrens. The ceiling is $213 and we are selling it for $149. 

The Cnairman. Is that a type of furniture that the moderate-in- 
come family would buy? 

Mr. Benrens. A $149 living-room set, I should say so. That is the 
low end, today. 

Senator Scnorpre.. Now that brings up something else that is very 
important. You pick up a figure like that, with that small margin. 
You mention a disparity in the figures which is as glaring as that and 
it immediately makes me wonder how accurate are some of the rest 
of the figures submitted. 

I do not ask you do go into it but that raises a question with me. 

Mr. Benrens. Senator Schoeppel, I want to make one thing very 
plain: I am not attacking the Bureau of Labor Statistics. I do not 
have in my shop people who can go all over the United States and get 
figures like that. Maybe our store is exceptional; but when I saw 
this, I went right up through the roof because I said, “Judas Priest, 
our merchandise is down much more than this report shows,” and so 
I got the figures from our buyers. 

Senator Scuorrre.. I am glad of it because you are relating it now 
to your industry. 

Mr. Benrens. That is right. 

Senator Scrorrren. And that is most helpful: because when they 
submitted those figures to us, they were submitting the over-all pic- 
ture 

oa if thev have that glaring an error in there, I want to know 
about it. We may want to do some checking on the other related in- 
dustries. 

Mr. Benrens. I do not think you can check their over-all figures 
against one store but I do know in our store these figures would not 
apply. 

Senator Caprmarr. You see, Mr. Arnall has not been around but a 
couple of weeks or so and he has not had time to get the figures to- 
gether. I think that is the answer. He just has not had time to get 
the figures together. 

Mr. Benrens. I do not want to be too technical and take up too 
much time, but one very profound difficulty is this, gentlemen. You 
have heard this a thousand times, I am sure. Mostly in business, we 
merchandise, but with fixed margins you cannot merchandise. 

If we buy in normal times a group of 10 tables—suppose our ceiling 
price on those tables was $16.95. We will have to sell all 10 tables for 
$16.95 or less. We cannot sell any for more. We cannot sell them all 
for $16.95. We have to sell some for $13.95, $14.95, and $16.95. Nor- 
mally, however, we would sell others for $17.95 and $18.95. 

That is called merchandising and, of course, we cannot do that 
under controls. 

Now will you turn to the next chart. 

A tremendous contention has been made by the administration that 
we ought to have dollars-and-cents controls, or dollars-and-cents pass- 
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throughs. I want to show you what would have happened under dol- 
lars and cents pass-throughs. 

In 1950, the average sale in our stores was $ $73.55. The average cost 
of goods was $43.91. We had operating expense of $23.37, and we 
had an operating profit then before taxes of $6.27 

If OPS had frozen the situation to dollars-and-cents margins, 
which is what they have said many times that they wanted to do, 
this is what would have happened: 

The average sale in 1951 was $77.61. The cost, $47.97. The operat- 
ing expense, $27.20, and profit then would have dropped all the way 
down to $2.44, which would have been a 61-percent drop in profit in- 
stead of a 39-percent drop in profit. 

So at the very time when our profits have been hit to the extent of 
39 percent, the OPS says, “We must throw out the Herlong amend- 
ment and put in a kind of control which will reduce profits by almost 
two-thirds; 39 percent is not enough.” 

That is the burden of that chart. 

Now I do not want to go too far with this. I could show you how 
this calculation is made but it is all in the brief and anybody who 
wants to study it can study it out and see. 

I do want to add, though, that everything I might say about dollars 
and cents would apply to so-called fixed margins. Under the Herlong 
amendment each retailer is permitted his pre-Korean margin. His 
own pre-Korean margin, we hope. There have been administrative 
attempts to say it applied industry-wide, however. 

The Cuatrman. The, purpose of it was not to have it industry- 
wide. 

Mr. Beurens. Well, there is a question about that. You know that 
word “seller” was changed to “sellers,” and we would be glad to 
see it go back to “seller” because then there could be no question about 
the fact that it applied individually and not across the board. 

You heard the carpet incident of the dollar and cents “pass through” 
discussed this morning ? 

The Cuatrman. I heard that was done before they had the Herlong 
amendment. 

Mr. Benrens. That is correct. 

The Cuarrman. That is why the Herlong amendment was adopted 
by this Congress, to avoid that sort of thing. 

Mr. Benrens. The only reason for bringing that out, I believe, is 
to indicate that without the Herlong : amendment, the threat is real 
and that sort of thing might happen again. 

The Cramman. I do not dispute that at all. At the same time, 
we had it in 1951, vaheon we passed thte Herlong amendment. 

Mr. Benrens. Now, I would like to go back for just a little while 
to expense. While I am trying to skip through this rapidly as you 
see, I think it is important that we understand what has happened 
individually to some of these expenses, and why the over-all total 
has gone up as you see, over 35 percent. 

Please refer to the next chart. 

This gives you some idea of what has been happening. It is in 
every category. I know from 2.8 to 3.10, that does not sound like 
much, it is only twenty-seven one-hundredths of 1 percent, but over 
the years, we only make about 3 percent and that might account the 
10 percent of net profit, wrapped up in just delivery. 
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Handling has gone up too, as you see. Advertising rates of every 
newspaper in the country have gone up. 

Occupancy expenses, rents have gone up, insurance has gone up. 
Above all, real-estate taxes in my home town, of course you know what 
is happening there, they have to complete the deficit on the subways 
by raising the real-estate taxes, again. 

Even selling expense has gone up, and all this big category of items 
that we call administrative and buying. Perhaps we should change 
. the name of that, nobody understands it. 

Senator CarrHarr. Do not be too sure we do not understand it. 

Mr. Beurens. I didn’t mean that you Senators would not under- 
stand. I mean questions are always asked about it. When people 
say “administration,” they think the boss is getting all this, and it 
just is not so. 

The Cuatrrman. What percentage does the boss get ¢ 

Mr. Benrens. I could tell you along story about that. I am myself, 
a salaried employee. Ludvig Bauman is a publicly owned corpora- 
tion, but your average small furniture merchant today, I think, is 
wondering how he is going to pay the rent. The situation is pretty 
tragic, from the word that I get around the country, with regard to 
the retailer. 

You see, some of this has nothing to do with OPS, and I do not 
want to introduce it as having something to do with OPS, but as you 
probably know it, the appliance business is off probably 40 to 60 
percent. The television business is off 50 to 60 percent. The floor- 
covering business is almost nonexistent, and you know what happens 
to any store when you lose 16, 15, or 20 percent of your volume. 

Somebody told me at lunch, a Washington merchant, that the furni- 
ture stores last week in Washington were off between 25 and 30 per- 
cent. Now, nobody can take that kind of a loss in volume and go on 
paying the rent. 

The Cuarrman. What would you suggest we do? 

Mr. Benrens. I think the consumer is over-inventoried. I think 
that is one of the principal factors. 

The Cuatrman. He bought too much last year ? 

Mr. Benrens. That is right. I think that regulation W is acting 
as a factor which causes consumers not to buy refrigerators, but in- 
stead to spend the money on entertainment. For example, I am sure 
it has occurred to you, that every television set is competing with the 
movies, 

Now, if a fellow has to pay 15 percent down and pay up in a short 
time for a television set, maybe he just takes his couple of dollars 
every week and goes to the movies and we do not sell television sets. 
That is what happens. 

Senator ScHorrret. It is also true that you are overmanufactured 
in this line? 

Mr. Beurens. I think so; yes, sir. 

Senator Scnorrret. From the standpoint of some of the ware- 
house people, they have been telling me that they have been doing : 
pretty lucrative business on warehousing. It is all built up with a 
lot of furniture in a lot of places. 

Mr. Benrens. I do not want to steal the national foundation’s 
thunder, Senator. That is, of course, one of the obvious fallacies in 
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this thing, because while the people with all the merchandise in the 
warehouse are borrowing money on consumer loans because we have 
reduced consumer credit on the other side of the fence, we have created 
a much more volatile form of credit in these bank loans than ever 
existed in consumer credit. 

Senator Scuorrre.t. My next step is this: 

There is no possibility of any immediate shortages in this line? 

Mr. Berens. No, none at all. None at all. 

Senator Scuorrre.. Therefore, you have to work these big inven 
tories off? 

Mr. Benrens. A man was in to see me, about 2 weeks ago, from 
NPA, and he went over things with me for about 3 hours in every 
line of goods we carried, and there is just no shortage anywhere. 
There is no item that we carry that we cannot place unlimited orders 
on. Not that we want to do it, but we can. 

In fact, there are many people in trouble, insofar as having too 
much goods is concerned. 

Now refer to this chart. I finally wanted to show you this one thing. 
All these other expenses include payroll, but payroll is more than 
50 percent of total expenses, and payroll has gone up, as you see, from 
17.21 cents out of each sales dollar, to 19.25 cents this year, out of each 
sales dollar. That is a terrific increase, and it is pretty hard for us 
to live with. 

My friend here passes me a note about something I think you all 
know. The charts I have been using here are reproduced in the back 
of our statement so that you can refer to them at any time. 

Now, I just have a couple more things that I want to add by way 
of conclusion. 

It is much more dramatic, I think, to talk about individual cases 
than to talk about over-all industry-wide figures. Therefore, you will 
find in your brief—and I am not going to repeat them here—there 
are figures from a half-dozen individual stores really taken at ran- 
dom from all over the United States to show you what happened to 
their different categories of expense, where they are up 20, 30, and 15 
percent, right across the boards. 

It is on page 10, and I am not going to take the time to repeat all 
those figures. 

a only thing that I am going to ask you to do is to let me sum up. 

OPS was completely wrong—maybe I should not say OPS, but 
should say the economic authorities of the Government—were com- 
pletely wrong in predicting what would happen under the Herlong 
amendment. Retail margins did not go up, they went down. Ex- 
penses did not go down, they went up. 

Furthermore, operating under the Herlong amendment, furniture 
store operating profit for ‘the first 9 months of 1951 was down 39 per- 
cent, and under a dollar-and-cents ‘pass through” it would have been 
down 61 percent. 

Further, expenses are continuing to rise and margin and profits 
are continuing to fall. The months of January and February, this 
year, have been considerably worse than the months of January and 
February last year; as a consequence, if price control is to be retained 
in any form, the Herlong amendment must remain in the law and 
must further be clarified. 
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It is our view that control authority, if renewed, should be re- 
newed for a maximum of 1 year to be reviewed by the Congress at 
least annually. It certainly is not so, at the present time, that we are 
sure enough about these controls to extend them for more "than 1 yea 

The CHairman. I thoroughly agree on that. I think Shar bhedaliioes 
does, too. 

Mr. Benrens. Furthermore, we would like to recommend as strongly 
as we can, a continuing exploration of the suspension of controls on 
many items, and ther efore, on all items, because as we say, we believe 
that if you suspend controls on a substantial number of items, then it 
must be done for all. 

Finally, we believe that your committee should cancel the power 
to restrict consumer credit, which is doing no good to the economy, 
at the present time. 

If you have any questions, I will be glad to answer them. Other- 
wise, that is all. 

The CuarMan. We appreciate, very much, your testimony. I have 
read it with interest, and Iam sure every other Senator has. 

(The prepared statement of Mr. Behrens follows :) 


STATEMENT OF NATIONAL RetTAIL FURNITURE ASSOCIATION 


This statement is submitted by the National Retail Furniture Association on 
behalf of furniture stores which account for upward of 80 percent of total annual 
furniture store dollar volume, geographically dispersed in ratio to population. 
Furniture stores distribute all types of home goods that transform houses into 
homes, including wood and upholstered furniture, sleeping equipment, floor cover- 
ings, major household appliances and similar home goods. 

In this statement there will be placed before you facts on experience under 
controls. Data will be presented which demonstrate that even with the flood 
on controls established in accord with the principle intended in the Herlong 
amendment, the typical furniture store experienced in 1951 a drastic reduction 
of 39 percent in operating profit before taxes, as shown by the 9 months’ figures 
now available. (The statistical data bearing on the issues discussed and leading 
to the conclusions presented in this statement are set forth in an appendix 
attached hereto. ) 

This fact demonstrates why it is important, if price control authority is re- 
newed, not only to retain the Herlong amendment, but for the Congress to make 
clear that no legalistic interpretation should ever be undertaken by the adminis- 
trative agency to vitiate its principle. 

In fact the experience of some trades indicates the advisability of clarifying 
the Herlong amendment by legislative action so that there is no discrimination 
in its application. 

The principle of the Herlong amendment is that retailers shall not be deprived 
of their pre-Korean margins. The facts and data to be presented will demon- 
strate why it is essential to retain this principle as a minimum safeguard. 

Margin in retail accounting is the element in retail price above cost of goods 
out of which come all expenses of operation. Thus it is immediately apparent 
that when costs rise, operating profits before taxes are squeezed by whatever 
amount costs rise above the pre-Korean level, even if margins remain the same. 

The Herlong amendment has been attacked unjustly. Those who criticize it 
apparently are not familiar with the practical operation of a retail business. 
The advisers to OPS, for example, made certain assumptions that retail costs 
would decline and on the basis of those assumptions criticized the theory of the 
Herlong amendment. The facts will show how completely erroneous those 
assumptions were, and therefore how incorrect were their conclusions that the 
Herlong amendment was not needed. 

On the contrary, not only is the Herlong amendment needed but administrative 
action is required to accomplish the following: (1) Greater merchandising flex- 
ibility for the typical merchant; and (2) opportunity to adjust margins where 
required to meet the impact of the mounting costs that have acted to squeeze 
operating profit before taxes so drastically. 
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THE CONTROL ISSUE 

Basically the NRFA believes that direct controls are warranted only as stopgap 
measures in an extreme emergency such as wartime, as supplements to more 
basic fiscal policies which should be the prime measure against inflationary 
trends. When direct controls are unduly restrictive of economic processes or 
overly long continued, they create dislocations to an extent that harm to the 
economy and to consumers is threatened, rather than accomplishing the benefits 
assumed to flow from them. However, we concur with the retail industry com- 
mittee and the American Retail Federation in not advancing representations on 
the issue of extending control authority at this time, primarily because of uncer- 
tainties as to the international situation. But, if control authority is renewed, 
then in no event should it extend beyond 1 year. 

We concur in and support the statements of the retail industry committee and 
the American Retail Federation not only in this aspect, but in their entirety. 

There are many areas where price controls are not exerting any influence 
now. We believe this situation calls for alertness on the part of the admin- 
istrative agencies for determining the earliest possible moment when price and 
wage controls may be suspended. We believe the Congress should so state, so 
that it is eminently clear that control authority does not imply a directive to 
exert actual controls in the absence of demonstrated need—even though the 
Congress might feel warranted in retaining control authority for stand-by pur- 
poses for a year. 

General suspension, rather than piecemeal suspension, should be the objective. 

In the home goods field there are no shortages. Any stringency of supply that 

yas anticipated at the time the Defense Production Act was adopted and 
subsequently renewed simply did not materialize. This includes even the metal- 
content home goods. Price pressures are nonexistent. On the basis of the 
present situation it can be stated that prices are reflecting competitive relation- 
ships. 

Consumer installment credit control——This type of direct control authority 
should be eliminated from the Defense Production Act by canceling out author 
ity to control consumer installment credit in title VI immediately. It has had 
no effect on the over-all economy but it is highly discriminatory in its effect on 
specific trades singled out for the controls and it is highly discriminatory on 
the income groups which rely on consumer installment credit to buy the goods 
that are available. 

The facts on the consumer installment credit issue are being placed before 
your committee in detail. It would be repetitive to develop this subject further. 
We therefore rest on the case that has been developed on a presentation of the 
facts and concur with the statements of the others who have placed before you 
the facts that warrant discontinuance of consumer installment eredit control. 


THE FACTS ON THE HERLONG AMENDMENT 


The Herlong amendment.—When Congress amended the Defense Production 
Act in 1950 in July of 1951, it required that no rule or regulation issued there- 
after should deprive retail and wholesale sellers of their customary pre-Korean 
percentage margins. This requirement of the Herlong amendment was attacked. 

Vargin.—A proper evaluation of the Herlong amendment requires recognition 
of the basic character of retail percentage margin, that is, what it is and what 
is its function. 

Margin is the component of retail selling price out of which must come all 
costs of distribution and taxes. In some forms of accounting, other than retail, 
margin appears not before but after such expenses. In other segments of 
industry than retailing for example, the accounting concept of margin is entirely 
different, and for all practical purposes in many instances represents what retail- 
ers define as operating profit. It is clear, however, that in retail accounting terms 
margin is not profit. Retail profit does not appear until it can be determined 
what remains after operating expense and taxes are deducted from margin. 

Over-all margins comes from margin on individual articles.—The over-all, store- 
wide margin in a retail operation is the composite result of all the individual 
margins that go to make up all sales. These individual percentage margins are 
frozen by regulation. 

The retailer has no absolute control over the store-wide margin he is going 
to be able to realize. That depends on the mixture of goods which customers 
choose to buy. It is affected by many other variables including over-all volume 
as well as the volume of specific articles previously cited. 
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Effect of freeze on achieving maximum permissible margins.—As a matter of 
practical operation the effect of a freeze on margins on individual margins, even 
in a seller’s market, is for something less than maximum permissible margins 
to be achieved. That tendency has shown up in greater or lesser degree in 
various trades and in various departments up to this time. 

Operating profit exrperience.—Here is the “typical” result of 1951 operation for 
the first 9 months with frozen margins on individual items, as shown by a repre- 
sentative cross section sampling study conducted by the control and management 
division of the National Retail Furniture Association, compared to the result of 
the same period in 1950. (Operating profit is the result of the retail selling 
operation but before deductions for income or other taxes. ) 


[Percent] 


1950 | 1951 } Increase or 
decrease 


Margin. ostitidekewusil ‘ 40.3 IRI Bist fasta tence 
Operating expense. ue . a < jute 31.77 35. 05 +10.3 
Operating profit before taxes siete ciealaaeacalite tn dais 8. 53 5.19 —39. 1 


Thus, operating profit before taxes has dropped in excess of 39 percent. 

After deductions for taxes the amount of net profit to the typical store in 
this study for the first 9 months of 1951 is estimated at from 2 to 3 cents out 
of each sales dollar, a decline from 1950 profit somewhere between 45 and & 
percent, depending on the tax bracket or whether subject to corporate taxes, ete. 

Every retail furniture store that was much below the “typical” in profit results 
in 1950 will decline to either a break-even or loss position for the entire year 
1951. 

Vargins have dropped more in each quarter.—Actually margins on individual 
items declined in the second and third quarters from those of the first quarter 
of 1951. This is significant because margin control was instituted in the second 
quarter The statistical data presented generally is on a cumulative basis; 
therefore, the bare figures imply that margins have remained steady, actually 
they are declining. 

The profit decline and the progressive margin decline are striking demon- 
strations of the results of operating with frozen margins. An important cause 
of this is the elimination by regulation of the normal flexibility that can be 
achieved through freedom to adjust margins as circumstances allow. For ex- 
ample, under normal conditions a retailer makes up some lost margins through 
advantageous purchases on which he can recoup some sacrifices, but such is 
impossible under frozen margins. 


DOLLARS AND CENTS VERSUS PERCENTAGE MARGINS 


A striking example of the discrimination that flows from failure of regulations 
to provide pre-Korean percentage margins is the substitution of dollars and 
cents margins. For example, one theory advanced to the Congress by the Price 
Administrator was that there should be authority to limit margins to the same 
dollar and cents amount added during a base period. Because of the direct 
relationship of a substantial portion of expense in retail operation to costs 








o “ls, which requires the use of a percentage margin, this is contrary to 
regular business practice in the retail field. The Herlong amendment requires 
the allowance of percentage margins. 


It is important to note what would have been the devastating effect generally 
on retail operations if dollars and cents margins had been frozen rather than 
percentage margins. 

The comparison can be made by translating the percentage figures to dol- 
lars and cents amounts in terms of the typical “average” sale. For the year 
1250 the average sale was $73.55. By applying the percentages for the opera- 
tion it is found that the “margin” on that sale was $29.64 and the expense was 
$23.37. thus leaving an operating profit before taxes of $6.27. But in 1951 the 
operating expense on the typical sale of $77.61 was $27.20. 

Now, instead of adding the percentage margin to cost of goods, we will assume 
the Herlong amendment was not adopted by the Congress and that the price 
regulations allowed only the same dollars and cents margin as was obtained 
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in 1950 * * * that is, $29.64. In that event the operating profit before tax 
would have been slashed to $2.44 or a drop of 61 percent from 1950 instead of the 
39 percent drop actually experienced. 

Following is the computation (it is a realistic and reasonably accurate ap 
proximation; corrections for some slight technical variation, which is not 
precisely determinable, would not vary more than a percentage point or so up or 
down) : 


1950 1951 
Average sale : on _ $73. 55 77. 61 
Margin . 29. 64 99. 64 
Operating expense k 9% 37 97 2%) 
Operating profit (before tax ara ahaa = 6. 27 12.44 





Reduction of 61 percent from 1950. 


Thus, there would have been a drop of 61 percent—almost two-thirds of typical 
profit before taxes. 

That is a vivid demonstration of why the Herlong amendment requiring per- 
centage margins is important in order to maintain the soundness and solvency 
of retail operations generally. 

It was stated in October 1951 by the Price Administrator before the House 
Banking and Currency Committee that dollars and cents margins could be used 
by OPS, “properly and fairly,” as he expressed it, in instances. 

It is submitted, on the showing by the furniture trade, which may not be the 
most striking instance at all, that it can not be left to an administrative agency 
to theorize what is proper and fair when experimentation involves a delicate 
balance between solvency and insolvency. The theories of the Administrator’s 
advisers were not correct in the instance of the basic point of how 1951 opera- 
tions would come out. They can be just as wrong in the assumptions of what 
constitutes “proper instances.” 

One form of dollars-and-cents margins in modified form was required by OPS 
in March 1951, before the Herlong amendment was adopted. It was used in the 
instance of rugs and carpets. Manufacturers were given a 15 percent increase 
but retailers were restricted to passing throngh the dollars-and-cents increase 
without mark-up, despite existence of conditions that slashed profit 39 percent 
In December 1951 the increase was canceled out when prices had declined. But 
the fact remains that the denial of customary margins could hardly have been 
said to have been “fair and equitable,” or “proper and fair.’ The OPS action 
was based on the theory that percentage margins were not necessary, at the very 
time when forces were at work that reduced profits 39 percent. 

This tendency to assume the “fairness” or “equity” of some theory of operation 
is a prime reason why the Herlong amendment must be retained. 

Uniform murgins.—Margins vary store by store by a wide margin. It is ob- 
vious that this is so and it is occasioned by a wide variety of causes. Some of 
those reasons are different services, different geographic areas, different size 
operations, different levels of efficiency, etc. When uniform margins are imposed 
the result is a devastating squeeze on some retailers and a windfall for others. 
Yet since uniform margins would have to reflect some kind of averaging, it is 
apparent that the net effect on consumer prices averaged out is nil. That is 
why the clarification in the Herlong amendment is being sought and why this 
trade supports the move in equity and justice. 


OPERATING EXPENSE 


When margins are frozen, retailers are caught in a vise. Frozen margin is the 
stationary face, and operating expense is the moving face. The vise tightens 
progressively as expenses mount and equeeze pressure is exerted on profits. 

The theory was expressed in arguments against the Herlong amendment that 
expenses would decline, rather than mount. 

Here are the facts. Note that operating expenses in the first three quarters 
of 1951 increased 10.3 percent, with the end of increasing expenses not in sight 
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Operating expenses, 1950 versus 1951 (as percent of net sales) 


Increase (+) 





1950 1951 or de- 
crease (—) 
Percent 
Total ait laie Seatac crated torte 31.77 35. 05 +10.3 





Ad stra € z 10.9 L198 
Occupancy : 6.13 LR 
Advertisiz nd publicity . 4.71 +10 
Selling : erm . OF 6. 24 +5 
Handling = ‘ 2 is ee 3.49 § OF +16 
Delivery ‘ oeibibinsie cae a 2.83 3.1 +10 

i al pay distribute ata cnids Serio oa 17. 21 19, 24 +11 

Note.—Net sales decline for the period was 3.7 but note the substantial excess of cost increase over that 

figure 


Source: NRFA store operating report, January through September 1951, 


A significant factor in operating expense is “payroll.” It is more than 50 
percent of all expense. Payroll expense for this first 9 months of 1951 com- 
pared to the same period in 1950 has increased somewhat more than 11 percent. 
Under wage and salary stabilization rules there is, of course, adequate flexibility 
for this expense factor to increase even more. 

Other expense factors move upward, too; many of them move up directly 
when costs of goods increase. All move up eventually as prices rise. 


INDIVIDUAL STORE EXPERIENCE IS ONE OF FIGHTING INCREASED COSTS WITH MARGINS 
FROZEN 


The cross section survey by the National Retail Furniture Association shows 
the typical experience. 

That experience in individual cases is something more than a statistical 
factor. It is a desperate battle to earn a nominal return against mounting 
odds. The individual retailer with fis margins frozen and his merchandising 
fiexibility taken away is in the same spot as a good right-handed fighter with 
his right hand tied behind him. 

What amount of sympathetic appreciation for theoretical experimentation 
should be held, for example, by the merchants whose operating expense experi- 
ences are set forth here? In the light of their own realistic experiences, con- 
fronted by the responsibility for payrolls, battling to keep their operations sound 
and solvent, what is their reaction when they are told the Price Administrator is 
convinced their expenses are declining? 

Just because the individual experience at times seems more telling than a 
trade statistic, here are the reports of six merchants selected at random as 
being close to typical (this listing conveys an idea of the rises in cost being 
experienced in expense factors beyond the ability of retailers to control) : 


Comparison 9 months 1951 aith same period 1950 


s \ B ( D I I 
Percent Percent Percent Percent Percent Percent 
1 Pay +-Q +14.2 +10 12 +8 +f} 
9 Ins +47. 33 +§ +18 5 0 
Fr 2 +3] l +10 ) +H) 
4 Ne S] f 10 0 
lot g cos 15. 24 2 Tao 
6. Mark- 
1951 7 1.7 4.5 
2 1.9 
7 Cos S 10 +10 if ( 10 10 
es sialic tastes 
Ds S 951 due t ge in method of getting deliveries, central delivery point, Also bought 
: Aan sbout same because reduced amount of advertising to keep within budget. 
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CONCLUSIONS 


1. The recorded facts of retail operation in the first 9 months of 1951 have 
been directly contrary to the theories advanced by OPS in seeking to have Con- 
gress cancel out the Herlong amendment. 

2. Operating profit before taxes under the Herlong amendment type of con- 
trol has dropped 39 percent typically in the furniture-store business in the first 
9 months of 1951 compared to the same period in 1950. 

3. Exercise of authority in curtailing margins beyond the limitations of the 
Herlong amendment in 1951, which the Price Administrator said in October 1951 
that OPS wanted to use in instances, would have resulted in even more devastat- 
ing drops in operating profit before taxes—a 61-percent drop in typical stores. 

1, Operating expenses, of which more than 50 percent is payroll, continue to 
rise, thus exerting a continuing downward squeeze on operating profits. 

5. Pre-Korean percentage margins are extremely restrictive in their effect on 
operating profit and merchandising flexibility, and are inadequate under condi- 
tions of rising costs so that the Herlong principle must be regarded only as an 
extreme floor and not a ceiling. 

6. The increasing evidence that price controls are not operative warrants ex- 
ploring the justification for suspension of controls on a substantial number of 
items at retail. General suspension should take place as soon as the suspension 
is warranted for a substantial number of items. 
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HOW THE DOLLAR SPENT 
FOR HOME GOODS IS DIVIDED 
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EXPENSES KEPT CLIMBING 
IN 1951 
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PAYROLL IS MORE THAN 
50% OF EXPENSE --- 


HOW IT ROSE IN 1951 
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WHY HERLONG MARGINS 
DON’T ASSURE PROFIT 


BEFORE CONTROL AFTER CONTROL 
1951 


COST OF 
GOODS 


OPERATING 


BEFORE TAXES 


OPERATING 
EXPENSE 


MARGIN 
30% IN PROFIT 


NRFA DATA 9 MONTHS 1950 & 195i! 














x‘ 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1045 
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The CuatrMan. The next witness is Senator Myers. 
Without objection, the statement by Senator Myers will be placed 
in the record. 


STATEMENT OF FRANCIS J. MYERS, REPRESENTING THE NATIONAL 
FOUNDATION FOR CONSUMER CREDIT 
Mr. Myers. I want to express my appreciation in behalf of 


the National Foundation for Consumer Credit for the opportunity of 
appearing before this committee. 
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I would also like to present my dear friend and colleage Mr. Wil- 
liam J. Cheyney who is executive vice president of the national foun- 
dation and is also chairman of the Consumer Credit Task Committee 
of the Retail Industry Committee which was so ably represented this 
morning by Mr. Rowland Jones who covered matters of concern to 
this committee other than that of credit. 

You will recall that Mr. Jones told the committee this morning that 
we in our presentation this afternoon would state the retail industry’s 
position on the regulation of consumer credit by the Federal Reserve 
System. 

Of course, I am sure that you gentlemen remember that the Na- 
tional Foundation for Consumer Credit was before you last year, and 
I do think that I should mention to you that its membership is a rather 
substantial cross-section of the manufacturers of consumer durable 
goods, together with the retailers of those goods, particularly those 
specializing in the distribution of these durables. 

The association represents a good many wholesalers who handle the 
products. The association also represents a substantial group of 
banks, and the other lending institutions upon which the family de- 
pends for its financing. 

I would ask vou, Mr. Chairman, to bear with me on pages 2 and 3, 
because there we have outlined—a bare outline, but nevertheless 
I believe a substantial outline, of all of our points on this question of 
regulation W, which we do ask the committee to cancel out, and to 
repeal the authority granted to the Federal Reserve bank, on con- 
sumer credit. 

First, we believe that its failure utterly to achieve the original objec- 
tives, officially stated as its purpose, is sufficient reason for the repeal 
Oo - this power, and authority, and we refer you to the pages upon which 

e discuss that first premise in some detail. 

” Scene we believe that this power should be stricken from the 
Defense Production Act, because of its failure to contribute any sub- 
stantial assistance and anti-inflationary devices. 

Thirdly, we believe that the power should be stricken because of the 
current softness of markets, to which Mr. Behrens has just testified, 
and the continual production of consumer durables covered by the 
regulations, and therefore, it makes its continuance unnecessary and 
untenable 

Fourth, we believe that the power should be stricken because of 
the dangerous complication found in the administration’s presage 
terming the products covered by this regulation as those less neces- 

sary to the Ame rican people. 

Fifth, we believe that the regulation’s present impact upon our 
over-all economy is such that it should be repealed and the power 
stric ke n from the Defense Production Act. 

On that point, we have set forth five subheadings. The regulation 
is ahaa the tax income of the Government. It is increasing the 
bank department of business and industry and perhaps is causing 
an increase in the over-all debt. 

I was listening to Mr. Behrens in his closing remarks when he 
pointed that out to you. 

We further believe that the regulation has damaged the E-bond 
program of the Treasury. We believe it has damaged the growth of 
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the durable industry, hence, in the long run, our potential capacity 
to convert to war production. 

We believe that its impact upon our over-all economy is such that 
it can and does stop consumers from buying certain ‘products, but 
in reverse, it cannot increase purchasing and is hence a one-way street 
dampening the economy, but never stimulating the situation, we be- 
lieve that the regulation’s effect on business, industry, and finance is 
such that it should be stricken from the Defense Production Act. 

We prove that on page 13 of our brief, and I will merely outline 
that argument. 

We believe that it actually does not decrease consumer spending, but 
shifts it from regulated to nonregulated produce lines. 

We believe that it upsets competitive balances even within the regu- 
lated production industries, since it affects only installment trans- 
actions, has no effect whatever upon charge accounts; drains trade 
from business that serves the installment buyer and increases the 
business of others. 

We believe that the regulation’s effect on business and finance and 
industry is such that it reduces semipermanently, the markets of im- 
portant durable industries created only by years of careful and ex- 
pensive advertising and promotion. 

We believe and we prove that it endangers the jobs of tens of thou- 
sands of workers in industries under regulation W. We then further 
discuss the regulation’s eflect upon the people in the country. 

We believe and we prove that it levies an unequal and inequitable 
impact upon and to the detriment of an important segment of the 
opulation and that is the segment least able financially to bear the 
ace of this regulation. 

We believe and we prove that the regulation noticeably tends to 
throw consumers’ disposable income into other commodities, and serv- 
ices and away from the regulated durable products, losing for the 
buyer the element of saving expenditures for durables. 

We believe that the regulation kills private enterprise’s strongest 
weapon against that which there has been much talk about, and, of 
course, much done by this Government all around the world, namely, 
communism. 

We believe that the regulation upsets the savings programs of count- 
less families who per force or by decision liquidate their E bonds or 
other accumulated savings to meet required down payments and the 
contract terms and some because of economic necessity and others be- 
cause they hold it to be their right, to buy the products seen in the 
stores, as well as it is the right of any other buyer. 

We believe that the regulation’s effect upon the pe ople is such that 
it discriminates among people, becomes a regulation of people, more 
than of product flow, or total purchasing, despite its published purpose. 

We believe the regulation kills a basic freedom of the American 
people, freedom of privacy in personal affairs ; forces public statement 
of purpose when borrowing—public— 
statement of changed conditions “on prescribed government forms’’—in reality, 
the “pauper’s oath”’—when the terms of the contract must be altered in 
emergencies. 

The emergencies occasioned are caused by illness or for many other 
reasons. 
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We believe that the regulation invades the privacy of the American 
home in the course of its enforcement, sending investigators into homes 
at all hours, in the presence of relatives and friends—a dangerous 
venture in democratic government. 

I believe Mr. Martin of the Federal Reserve admitted before a House 
committee quite recently that that has happened. 

We believe, too, and we prove, that the regulation at long last has 
come into the forefront of Nation-wide attention; that people are just 
awakening to the true impact of this regulation. Their opposition is 
mounting very rapidly, 

The opposition to regulation by labor unions and labor leaders is 
beginning to flood the press. The opposition of columnists and com- 
mentators who now see the true implications of this regulation are 
beginning to take hold. 

Mr. Chairman, there we have outlined our argument. It is a rather 
lengthy argument, but we have pin-pointed it and we believe that we 
have incorporated in our brief absolute proof that cannot be refuted on 
every one of those points. 

The CratrmMan. Senator, you know the Federal Reserve Board 
wants us to give them more authority in this regulation. You knew 
that, did you not? 

Mr. Myers. Yes; and I think Mr. Martin said in testifying before 
a House committee or the Joint Committee on the Economic “Report, 
that unless there was more flexibility put into the regulation—namely, 
unless it was strengthened as they desired to strengthen it, they might 
just as well not have the power at all. 

The Cuarrman. What is your judgment on that? I thought from 
the way they handled it before we legislated here last year, that prob- 
ably it was worse. 

Now, I do not know whether you care to comment on that or not. 

Mr. Myers. I do ::ot quite understand your question. 

The CHarrman. Well, before we passed any legislation on regula- 
tion W, or regulation X, the manner in which the Federal Reserve 
Board handled the regulation, from the communications I got, it 
was more difficult than it is now. 

Mr. Myers. Well, I think they are really going out of their way now, 
Senator, to look for cases. 

We understand 

The Cuarrman. Well, it was not very flexible, in other words, when 
you operated it before. 

Mr. Myers. It was not flexible at all. 

The Cuarrman. Now, I understand they want the flexibility back. 
Do you think they will use it if we give it back? 

Mr. Myers. Governor Martin used the word “flexibility” but what 
he really meant was more power. He believes that you should strike 
out the amendments which you attached to the regulation last year and 
give them the power that they had theretofore. 

The Cuarrman. And leave it entirely to them? 

Mr. Myers. Leave it entirely to their discretion. 

The Carman. Would you be in favor of that? 

Mr. Myers. Of course, Senator, we are asking for the entire repeal. 
Certainly I would not be in favor of it. We stand on principle in 
this matter. 
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Some people felt, well, probably we should be satisfied with the regu- 
lation as it now is and leave it go at that. 

We are opposed to the regulation i in principle. 

The Cuarrman. You have made a very good statement in a short 
time to show us your opposition to the princ iple. 

Mr. Myers. You may note, Mr. Chairman, the Government, in ask- 
ing for a renewal of the old power, did not put it on the basis of being 
of any assistance to curb inflation. 

The Cuatrman. They did not say they were going to use it, but 
they wanted the power. That is what they testified, as I remember. 

Mr. Myers. They want the power and they seemed to believe it 
could be used or should be used to curb the use of critical materials. 

You have another agency of Government to cover that. Those 
durable goods that are being manufactured, we believe that the people 
should be permitted to pure chase them on their own terms—that is, the 
terms that they can make with the distributor or the retailer. 

Certainly this regulation was not set. up to att the use of critical 
materials. 

However, automobiles are being manufactured, television sets, 
durables, appliances of all kinds. 

When the materials are available to allow those articles to be manu- 
factured, we then believe the people should be able to purchase them. 

3ut under the regulation it is only those with cash, usually, who are 
able to make the purchases. The little fellow who needs time, he 
really is discriminated against. 

Senator Scnorrren.. I want to say, Mr. Chairman and Senator 
Myers, I asked the Governor of the Federal Reserve Board when he 
was before us recently, when they were asking for extension for 2 
years and several other things, I asked him specifically whether he 
was contemplating any change in these regulations, or the tightening 
of any credit, and he very quickly answered no. 

Now, that naturally makes me wonder if they were not anticipating 
it. We are hearing from all over the country in all of these segments 
of our economy, what the actual conditions are, in the supply field, 
and these inventories piling up. What is the need for it? That is the 
thing that I cannot see. I cannot see why they need more drastic 
power than what they have now, and I have been unable to find out 
exactly what greater degree of flexibility they are asking for. 

Mr. Myers. They use the word “flexibility” but they want complete 
power. 

The Cuairman. Is it not a fact that our regulation gives them the 
power now if they want to reduce down payments on furniture or 
automobiles? They can do it, can they not ? 

Mr. Myers. Of course, Senator, but that is not what they want. 

The Cuarman. I did not say what they wanted, but they have the 
flexibility. 

Mr. Myers. They have some flexibility but, of course, they will not 
exercise it. 

The Cuatrman. They could reduce the down payment. There is 
no law against it that I know of. 

Senator Capenart. That is proof that they evidently do not intend 
to follow the economic trend in America which at the moment cer- 
tainly requires shorter down payments and longer terms, the fact that 
they now have authority to do it and have not used it. I see nothing 


. 
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for the Congress to do but to place a ceiling, or take it off entirely, one 
or the other. 

The durable-goods industry is going to have to have less down pay- 
ments and longer terms or you are going to create chaos in the industry 
in America. 

Mr. Myers. Of course, let me mention this too: I do not know 
whether there has been any testimony to this effect or not, but some 
industries or businesses would like for you to write into the act of 
the law a further increase in maturities to extend maturities to 24 
months. I do not think that would be good because then too many 
people who might be bad credit risks coul 1 Say, “Well, the Government 
has said that you should give us 24 months.” 

Of course, the Government has not said that, but merely because 
that would be written into the law too many people would believe that 
that is what the Government recommends. 

The average. 1 believe, is somewhat in the neighborhood of 11 
months. Although industry can grant credit in many instances to as 
much as 18 months, they are not doing it. In many instances they do 
because the people need it, their credit is good, and they need 18 
months in order to purchase these articles which are not luxuries, but 
are necessities today. 

Senator Carenarr. There is no question but under existing condi- 
tions the terms ought to be more liberal. 

Mr. Myers. Surely. 

Senator Caprenartr. And the Federal Reserve has the authority to 
do that at the moment if they want to. In my opinion they should 
do it because it is working a hardship not only on the durable-goods 
industries—which means wage earners—but it is denying the little 
fellow with a limited income and inability to a short payments, 
the right to buy durable goods. 

I do not think it is fair and I agree with you. I do not think that 
it is inflationary since the goods are already built. 

Mr. Myers. Our only point there, of course, was, Senator, that any 
relaxation would only force business to give longer terms than they 
‘are to and we hesitate to see the committee increase the maturities 
to 24 months because it or not be good for business and would 
not. be food for the peop le, but in prince Ip yle, if it does not contribute 
at all to the Congress and administration’s program = fighting infla- 
tion, 1f it makes no contribution whatever, then we believe it should 
be stricken from the statute. 

Senator Capenarr. The end result is going to be considerable unem- 
ployment during the next 9 months. | 

Mr. Myers. I point out that in the message to the Congress sup- 
porting consumer credit controls, it was stated that consumers should 
be discouraged from purchasing the less necessary products covered 
by the regulation. And then the message identifies these with metal 
content and applies the scarcity argument which we have and other 
witnesses have discussed. 

My point is that you can curtail the use of critical materials through 
the controlled materials plan. If you manufacture these products, 
then certainly they should be distributed in the ordinary, normal 
channels of trade. 

Senator Carenart. I think you have made a good statement. 
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Mr. Myers. That is probably the place to stop, where a member 
of the committee says you have made a good statement. 

Senator Carenart. A lot of sales have been lost, you know, by 
overtalking. 

Mr. Myers. That is right. 1 therefore refer you to the bottom of 
page 9 and the top of page 10 where we further discuss that very 
problem. 

The CnarMan. Are there any further questions, gentlemen ¢ 

Senator, we appreciate your appearance and I assure you that your 
statement will be printed m the record and, if there is any further 
statement you desire to file, sir, before the 21st, if something should 
occur here, we will be happy to have it. 

Mr. Myers. Thank you, Senator. 1 did not want to take too muc!l 
of your time and therefore I just high lighted our arguments. I know 
that you have heard probably all of the arguments that could possibly 
be made on this subject, and I will leave the brief in the hands of 
the committee and I know that they will refer to it. 

Senator Carenarr. You have done well or better than you would 
if you had talked for 2 hours, because you certainly pin-pointed the 
facts. 

Mr. Myers. Having been on that side of the rail, I do know how 
busy you are and there is no need for burdening you with long, ex- 
tended arguments, 

The Carman. We hope you will be back up on the dais one of 
these days. 

Senator Carpenarr. Should [ agree to that ? 

Mr. Myers. Thank you, sir. 

(‘The prepared statement of Mr. Myers follows:) 


STATEMENT OF FRANCIS J. MYERS IN BEHALF OF THE NATIONAL FOUNDATION FOR 
CONSUMER CREDII 


PO IDENTIFY THE NATIONAL FOUNDATION FOR CONSUMER CREDI1 


Mr. Chairman and members of the committee, 1 appear in behalf of the National 
Foundation for Consumer Credit, its Inmembership a substantial cross section of 
manufacturers of consumer durable goods, i. e., such as wood furniture, floor 
coverings, electrical appliances, radio, television, stoves, watches, together with 
those subsidiary producers who make parts and ingredients for the finished con 
sumer products; retailers, particularly those specializing in the distribution of 
these durables; a good many of the wholesalers who handle these products; also 
a substantial group of banks and the other various lending institutions on which 
the public depends for family financing. 

The organization is engaged in educational work, through schools, colleges, 
and generally to foster the more intelligent use of consumer credit; to improve 
credit service in the stores and lending institutions; to foster better understand- 
ing of consumer credit, its uses and importance to the Nation and to the American 
family. 

We offer our testimony and belief today to the effect that the regulation by the 
Federal Reserve System of the consumers’ use of his credit is not serving the 
purpose for which it was intended but, to the contrary, is having a damaging 
effect both upon the economy and the people of the country. 

We confine our presentation to the following major topics: 

A brief résumé of the reasons why the underlying authority for Regulation W 
should be striken from the Defense Production Act. 

1. Its failure utterly to achieve the original objectives officially stated as its 
purpose (p. 4). 

2. Its failure to contribute any substantial assistance as an anti-inflationary 
device (p. 6). 


96315—52—pt. 2 
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2 The current softness of markets and continued high production of consumer 
durable “covered” by Regulation W makes continuance untenable (p. 8). 

4. The dangerous implication found in the administration’s message terining 
the products “covered” by W as those “less necessary” to the American people 
(p. 9). 

YS. Regulation W’s present impact upon our over-all economy (p. 10) : 

(a) Regulation W is depleting the tax income of the United States Govern- 
ment and of the States. 

(b) It is increasing the bank debt of business and industry. Perhaps it is 
causing a net increase in over-all debt. 

(c) It damages the E bond program of the Treasury. 

(d) It damages the growth of the durables industry, hence in the long run our 
potential capacity to convert to war production. 

(e) It can and does stop consumers from buying certain products—but in 
reverse it cannot increase purchasing—is hence a one-way street dampening 
the economy, never stimulating it. 

6. Regulation W’s effect on business, industry, and finance (p. 15): 

(a) It actually does not decrease consumer spending but shifts it from regu- 
lated to nonregulated product lines. 

(b) It upsets competitive balances even within the regulated product indus- 
tries, since it affects only instalment transactions, drains trade from business 
that serves the instalment buyer, increases the business of others. 

(c) It reduces semipermanently the markets of important durables industries, 
created only by years of careful and expensive advertising and promotion. 

(d) It endangers the jobs of tens of thousands of workers engaged in the regu- 
lated industries, 

7. Regulation W’s effect upon the people of the United States (p. 15): 

(a) It levies an unequal and inequitable impact upon, and to the detriment 
of, an important segment of the population—the segment least able financially 
to bear its brunt. . 

(b) It noticeably tends to throw consumers’ disposable income into short-lived 
commodities and services and away from the regulated durable products—losing 
for the buyer the element of saving inherent in expenditures for durables. 

(c) It kills private enterprise’s strongest weapon against communism. 

(ad) It upsets the savings programs of countless families who perforce or by 
decision liquidate E bonds and other accumulated savings to meet required down 
payments and contract terms, some by economic necessity, others because they 
hold it to be their right to buy the products seen in the stores—as well as it is 
the right of any other buyer. 

(ec) It discriminates among people, becomes a regulation of people more than 
of product flow or total purchasing, despite its published purpose. 

(f) It kills a basic freedom of the American people—freedom of privacy in 
personal affairs—forces public statement of purpose when borrowing—public 
statement of changed conditions, on prescribed Government forms, in reality the 
pauper’s oath—when the terms of contracts must be altered in emergencies. 

(g) It invades the privacy of the American home in the course of its enforce- 
ment, sending investigators into homes—at all hours—in the presence of rela- 
tives and friends—a dangerous venture in democratic government. 

8. Regulation W now at long last is coming to the forefront of Nation-wide 
public attention (p. 20) : 

(a) The people are just awakening to the true impact of this regulation. Their 
opposition is mounting very rapidly. 

* * * oo ok + * 

(b) The opposition to W, of labor unions and leaders are beginning to flood 
the press, 

(¢) Opposition of columnists and commentators, who now see the true 
implications of this regulation, are beginning to take hold. 

Mr. Chairman, may I now discuss briefly these points and demonstrate the 
truth and importance of our position with respect to each: 

1. The objectives: of regulation W officially published some years ago by the 
President of the United States in his Executive Order No. 8848, which was 
incorporated by specific reference into the Defense Production Act of 1950, 
were five : 
(1) To facilitate the transfer of productive resources to defense industries : 
(2) To assist in curbing unwarranted price advances and profiteering 
which tend to result when the supply of such goods is curtailed without 
corresponding curtailment of demand: 
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(3) To assist in restraining general inflationary tendencies, and to pro- 
mote the accumulation of savings available for financing the defense 
program ; 

(4) To aid in creating a backlog of demand for consumers’ durable goods ; 
and 

(5) To restrain the development of a consumer-debt structure that would 
repress effective demand for goods and services in the postdefense period. 


TRANSFER OF PRODUCT RESOURCES? 


Obviously the present regulation W has nothing to do with facilitating the 
transfer of product resources necessary to defense industries. The present con- 
dition of the durables economy stands as mute evidence to this. The Govy- 
ernment’s materials allocation plan is in operation suecessfully. We hear of 
no defense industry crying for raw materials or labor resources now used for 
consumer production. 


USE OF W TO HOLD DOWN PRICES? 


Certainly in the past vear and, of course, we could argue further, we know 
of no price advances which could in any way have been tied to the use of 
consumer credit. Increases have come when industries have demonstrated to 
the price authorities that increasing costs of production have made them nec- 
essary. Whether, once produced, consumers have purchased these durables for 
eash or on credit has been meaningless in any upward price pressure. Certainly, 
too, as we shall mention later, the failure of consumers to purchase regulated 
articles on credit has not meant their leaving the market, but rather their 
shifting of their purchasing power to other nonregulated product lines. 


CAN W CREATE A BACKLOG OF DEMAND? 


Regulation W never has created a backlog of consumer demand for any product. 
This cliche, which has been overworked by the regulation’s proponents, is 
economically unsound. Purchases not made in 1950 are not postponed until 
1951 or 1952. Industry has found this out through long vears of trial-and-error 
experience. Today in fact, even with regulation W, there is no pent-up demand 
to he postponed. The only way the durables industries and their retailers have 
unloaded current production for many months now has been through cut price, 
January, and other special sales. 

We doubt that there is a major trading area in the United States in which 
one cannot purchase practically every conceivable consumer durable, aside 
from automobiles, at less than the regular price. With insufficient demand today 
to take up current production, what postponed demand is being developed, we ask? 


REGULATION W MAY FOSTER INCREASED DEBT 


As for restraint against the development of a higher consumer debt structure, 
we are sure the Congress understands that while regulation W is causing certain 
American families to do without the things they need, families not able to meet 
the required terms, countless thousands of other families who could and should 
use far shorter credit terms than the regulation prescribes, actually insist upon 
writing their contracts for the full 18 months permitted, with the argument 
that the Federal Government sponsors the 18-month contract. 

No argument by a businessman can dissuade such people to buy or borrow on 
shorter terms as long as this regulation evidences in official print what seems 
to them the Government’s position. 

Hence regulation W now probably aids and abets total consumer debt higher 
than would result in a free competitive market. 

2. Regulation W has failed to contribute any substantial assistance as an anti- 
inflationary device. 


INSTALLMENT PLAN DOES NOT INCREASE BUYING POWER 


Already above we have demonstrated two ways in which regulation W aids 
and abets inflationary pressures rather than to decrease them: (1) Via shift- 
ing consumer demand from regulated to nonregulated products lines; (2) by 
causing those who could buy on shorter terms to demand their full 18 months 
permitted by the regulation. 
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As to the second of these points however, we further believe that there is 
very little if any impact on inflation to be found in consumer installment 
purchases, regardless of what their terms may be. The shortening of terms 
has become habitually part of the argument advanced for regulation W. In 
economic history the truth of this position has never been demonstrated, The 
installment terms available to consumers whether under regulation or not, has 
nothing to do with their total annual, monthly, or weekly income. No family 
can spend year after year more than it earns, and it makes little different upon 
what part of the market family spending impact is exerted, i. e., for what type 
of goods—as far us over-all inflation is concerned. And when in addition, as 
today, there is no material shortage in any of the major product lines available, 
it is even more demonstratable that the expenditure of consumers’ disposable 
income is not affected in dollar total by any such regulation as W. 


THE PRESIDENT SOFT PEDALS INFLATION ARGUMENT 


The committee will notice that this year for the first time, in his message 
mentioning consumer credit controls, the President avoided reference to these 
as a tool against inflation. This is significant for it recalls the fact that each 
reoccurring administration request for this power to regulate, has advanced a 
different set of reasons—obviously because of the failure of previous reasons 
to prove applicable. We shall discuss the problem of W effect on inflation 
further, later, under the caption “Regulation W’s impact upon our over-all 
economy.” 

3. The current softness of markets and continuing high production of durables 
covered by regulation W makes its continuance untenable. 


INVENTORIES OF DURABLE MORE THAN ADEQUATE 


It has been alleged that the overstocked inventories of business are now being 
worked off, and this is used to demonstrate that shortages may shortly appear 
again. 

This picture is not substantially true. Last summer and fall when retail 
inventories were choked with unsold durables (covered by W), retailers cut 
back sharply in their orderst for replacements—an obvious necessity. Never- 
theless, manufacturers continued to produce to their fullest capacity feeling 
the situation to be temporary. Recently retailers have begun to buy again, 
consumers in due course having brought the inventory situation more into line. 

Presently amply adequate shipments are reaching retailers. Inventories are 
beginning to build again. The pipelines remain full and manufacturers’ pro- 
duction continues apace. 

The net result is that production as of today is outrunning consumer demand. 
To say the least, we are in a situation of easy supply with respect to all, the 
major durables covered by W—with no sign at all of deceasing production and 
no sign of increasing consumer demand. 

Any forecasting of a drastic change toward scarcity is purely conjecture, and 
retailers, manufacturers, and lenders alike do not see it coming. To a degree 
they would welcome it, for the relationship of demand must be strengthened as 
against the supply situation or we face factory shut-downs, the laying off of 
workers, and demoralized markets at retail. 

Under these circumstances, the continuance of a regulation which draws con- 
sumer buying power away from the regulated durables lines is unnecessary, un- 
warranted, and indeed creates a potential hazard to our competitive system. 

4. The dangerous implications in terming the products “covered” by W “less 
necessary” to the American people. 


ARE DURABLES LESS NECESSARY PURCHASES ? 


The administration’s message to Congress supporting consumer credit con- 
trols makes the plea that consumers should be discouraged from purchasing the 
“less necessary” products “covered” by regulation W. It then identifies these as 
products with metal content and applies the “scarcity” argument which we have 
just discussed. 

To say to the American people that their household necessities, furniture, floor 
coverings, radios, and major appliances are “less necessary” items in the family 
budget is old-fashioned, to say the very least. The public will not accept this 
premise. These product lines are just as necessary to the American family as are 
any other products or services, once shelter, food, and clothing have been pro- 
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vided. The consumers’ durable-goods industries see unfair discrimination in this 
“less necessary” connotation. 

Sven if one should accept the administration’s proposal as sound, how could 
wood furniture, which contains almost no metal, and wool, cotton, and other 
fiber content floor coverings, which contain no scarce materials, be continued in 
the list of the product lines over which regulatory authority is sought? 


W’S THREE BASIC POINTS OF IMPACT 


Regulation W presents three basic impacts: an impact upon our over-all 
economy, an effect upon business, industry and finance specifically, and an effect 
upon the people of the United States as contrasted to either of the foregoing. 

5. Regulation W’s impact upon our over-all economy : 


W IS DEPLETING POTENTIAL TAX INCOME 


(a) Regulation W is depleting the potential tax income of the United States 
and of the States. So long as there is no scarcity, so long as our stores are full 
of the products against which this regulation is levied, every cut-back in their 
distribution represents a loss not only of revenue to business and wages to labor 
but also a direct tax loss to the Government, a tax loss which all the rest of the 
people of the United States must make up out of their pockets. For some 
reason, the impact of regulation W has been soft-pedaled. Manufacturers, banks, 
and businessmen, however, are well aware of it. 


W IS NOT DECREASING DEBT OWED TO BANKS 


(b) The regulation, instead of decreasing the amount of debt extant in the 
United States as its proponents have claimed, probably bas caused a net increase 
of over-all indebtedness. Furthermore, it has increased a type of debt which may 
he far more inflationary than the consumer debt which it has held in check. 

Ever since regulation W commenced to kill off some of the sales of consumers’ 
durable goods, manufacturers, wholesalers, and retailers have been faced with 
the problem of financing far heavier inventories than are normal. Obviously, they 
could do this only by resorting to bank loans. Bank loans actually, in most 
instances, create new money which did not exist before the loan was made, 
These loans procured to facilitate the production, warehousing, and distribu- 
tion of “covered” consumers’ durables, and the artificial m ney which they 
create, must remain outstanding until American consumers, whether buying 
these products for cash or on the installment plan, provided the wherewithal tu 
retire them. Consumer paper in itself creates no new money, but it does provide 
the plan by which artificial bank loan money can be retired out of regular con- 
sumer income. 

However, the Federal Reserve System often has pointed out that retailers re- 
sort to bank financing to handle this consumer installment paper. Actually 
possibly two-thirds of all sales of consumers’ durables (excepting automobiles) 
are financed out of the existing capital of the retail merchants and not through 
banks. 

Secondly, even when considering the other one-third which perhaps must be 
financed by resort to bank loans, it must be remembered that the production and 
warehousing of those same products already has been financed, and that bank 
loans already are outstanding against them. 


CONSUMER PAPER REPLACES EXISTING BUSINESS LOANS 


Hence when this consumer paper is put through a bank, the ultimate effect is 
to cancel out already existing bank indebtedness of the retailers, wholesalers, or 
manufacturers against the irdentical products. 

It is further true that bank loans for production, warehousing, and distri- 
bution already are outstanding against even that greater portion of durables 
sold at retail for which consumers pay cash, or the installment sale which the 
retailer finances with his own capital. 


W IS RETARDING THE TREAURY'S E-BOND PROGRAM 
(c) Regulation W is damaging the Federal Treasury’s E-bond sale program: 


Last summer the National Foundation for Consumer Credit pointed out to this 
committee the retarding effect of regulation W upon the Treasury's E-bond pro- 
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gram. Faced with the down-payment requirements of regulation W, the public 
has dipped heavily into E-bond redemptions, has withdrawn heavily from sav- 
ings accounts. New sales of E-bond have suffered because of the strain of reg- 
ulation W upon the pocketbooks of American workers. 

Retailers from all over the United States report that customers not only are 
cashing E bonds to meet down payments but frequently redeem enough to pay 
“all cash” for their purchases. 


WHAT HAPPENED TO E-BOND REDEMPTIONS AFTER AUGUST 19517 


You will recall that Congress caused the terms of regulation W to be eased 
as of August 1,1951. Inthe 7 months prior to this relaxation, E-bond redemptions 
were running at the average rate of $346,500,000 per month. From August 1, 
1951, to February 29, 1952, E-bond redemptions ran $270,000,000 per month. The 
breaking point’ August—tirst month under relaxations. 


W WEAKENS DURARLES INDUSTRIES ESSENTIAL TO DEFENSI 


(d@) We shall mention the long-term detrimental effect of consumer credit 
regulation upon the growth and financial stability of the consumers’ durables 
industries with particular reference to their potential capacity for quick con- 
version to War production. 


W CAN ONLY DECREASE, RARELY INCREASE, BUSINESS ACTIVITY 


(e) While regulation W can and does stop certain consumers from buying 
specific products and product lines, it is a type of regulation which cannot be put 
into reverse. It never can increase the sales of these products materially. 
Therefore, if it were in effect for 10 or 20 years, the net total unit production of 
the “covered” industries must be less than it would have been in a free market. 

Advocates of regulation W erroneously have told the Congress that Regula- 
tion W can be reversed at will, that it can be used to encourage sales when 
business is sorely needed. In the early stages of the great depression, two 
Presidents of the United States spent hours on Nation-wide hook-ups pleading 
with the American people to buy, when they would not. All these speeches and 
pleadings were unavailing. How can the Federal Reserve System except to 
reverse a downward market trend by relaxing regulation W if the trend is 
pronounced ? 

6. Regulation W's effect on business, industry, and finance: 


REGULATION W DOES NOT CUT TOTAL SPENDING, NOR INCREASE SAVING 


Regulation W merely seems on the surface to decrease consumer spending. 
Actually it has no net effect whatever on this phenomenon. Consumers work 
within a family budget of some sort. They save a portion of this income if pos- 
sible. But it never has been demonstrated that to prohibit their purchase of 
certain products or services would effect a net decrease of dollar expenditure per 
year, or materially change the percentage of income ultimately saved. 


BLEEDS BUSINESS TO OTHER UNREGULATED CHANNELS 


The real effect of regulation W is to bleed business away from “regulated” 
industries to others. This bleeding of business away from consumers’ durables 
with metallic content would be expected of a forthright materials-allocation plan 
in time of dire national emergency. It can never be presumed to be equitable 
or economically sound. Its only excuse lies in the real scarcities created by war. 
We believe this remains an excuse, not a reason. 

Today with consumer demand outstripped by production even in the regulated 


lines, the excuse for shifting consumer expenditures away from durables is 
untenable. 


NOT A SUBSTITUTE NOR ADJUNCT TO ALLOCATION OR PRICE CONTROL 


Even in times of emergency and scarcity, regulation W is no substitute for nor 
even an adjunct to a properly handled materials allocation plan. Once a manu- 
facturer is permitted to produce a product, it is reasonable to presume that 
every famiiy should have equal opportunity to buy it in the open magket unless 
rationing is necessary to assure distribution by need not wealth. Every manu- 
facturer and his retailer should have open competitive rights to dispose of it. 
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COMPETITIVE BALANCES SHOULD NOT BE RUINED 


Even within the regulated industries, regulation W upsets competitive bal- 
ances developed through the years, which the Government should not artificially 
break down. 

This regulation effects only installment transactions. It drains trade and 
consumer borrowing alike away from the sector of business and finance with 
which were created to serve the installment buyer and borrower. 

Many who habitually have borrowed on the installment plan are persuaded 
under W to resort to 90-day loans and other single payment plans which are un- 
regulated. Millions of sales have switched because of W to the charge account 
or to cash sales through redemption of bonds, because installment purchasing 
is controlled. 

Regulation W, since it can never increase the sale of durables, as we have 
demonstrated above, must in the long run decrease the sale of the product 
lines covered, and so, in the longer term must retard the growth and prosperity 
of these industries. In dampening the prosperity of these industries, it en- 
dangers the jobs of the skilled and unskilled workers employed by them. 

7. Regulation W’s effect upon the people: 


ONLY ONE SEGMENT BEARS THIS BRUNT 


It seems paradoxical that the Government should find it appropriate to apply a 
regulation which levies an unequal and inequitable impact upon the segment of 
the people least able financially to bear its brunt and most susceptible to its 
unfortunate impact upon their individual rights and freedoms. 

Millions habitually buy on open charge accounts. Others make it a practice 
to buy only for cash. Many others, including the working people generally, have 
equipped their homes, bought automobiles, and provided for their financial emer- 
gencies by the installment method. 

This regulation leaves two of the three groups free of its control, shackling 
the third with encroachment upon their liberty in the market place 

Since those regulated naturally fall into the less well-to-do classes it is the 
little people of the country who bear the brunt of the regulation. 

Yet no one ever has advanced the thought that the purchase of a refrigerator by 
a wealthy family is more desirable to the economy than its procurement on 
installment terms by a less affluent worker and his wife. The working people 
have come to realize that those who advocate this type of control strangely them- 
selves are among the uncontrolled. This breeds no content with the system, 
whether Government or private, which permits such inequality, to say nothing of 
one which deliberately creates it. 


THERE IS AN ELEMENT OF SAVING IN INSTALLMENT BUYING 


Noticeably, regulation W throws consumers’ disposable income into short-lived 
commodities and services and away from the regulated products, taking from 
their buying the element of savings that the purchase of durables offers. 

It has been characteristic of free enterprise, to a degree not found elsewhere, 
to prosper fundamentally because it offers to every American his reasonable 
choice from among the major products we produce. 


INSTALLMENT CREDIT AND COMMUNISM 


The installment method has been a bulwark to protect American private enter- 
prise against communism. Since the little families of America have enjoyed this 
choice of our durable products, through installment buying there has been relative 
contentment with the capitalistic system itself. Their choice of our products 
constitutes one of their only personal contacts with the private enterprise. 

The system is as good as the service it renders. When economic device or 
regulatory decree cripples this service a fundamental reason for the acceptance 
of our system will have disappeared. 


“w’’ BREAKS UP FAMILY SAVINGS PLANS 


We have encouraged the accumulation of savings by the people, but regulation 
W, as much as any other factor in recent years, has caused thousands of families 
to dip into their accumulated E bonds and savings accounts to meet W’s require- 
ment. Some have done so purely as an economic measure; others with ill-will, 
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contending it to be their right as much as that of any other citizen to purchase the 
durables of their choice, especially products they see already produced and ready 
for sale. They see no reason for discrimination between themselves and any 
other buyers. 

A REGULATION OF PEOPLE MORE THAN OF PRODUCTS 


Regulation W is published as a regulation over certain commodities, i. e., the 
incomplete list of durables which has been set up as covered ; with some, which 
use metal covered because of alleged shortages, while others also using metal 
are left free. Some large groups of products are covered, although they use no 
metal, but rather other ingredients for a long time in considerable oversupply ; 
while other, using the same ingredients are left free. 

At the same time those products covered can be purchased freely on any other 
than the installment plan. Money can be borrowed on one plan not the other. 
The catch is that certain Americans have more access to one plan than to the 
other. 

REGULATION W VIOLATES ESSENTIAL RIGHTS 


Then follows an effect upon the American people which perhaps may be the 
most unfortunate from the Government’s point of view. 

Regulation W kills a basic freedom of the American people. It kills the right 
to make a contract with a fellow citizen. 


CITIZENS MUST TELL WHY PUBLICLY 


It goes further. Regulation W requires the borrower to fill out an official 
Government form—the reasons for his transaction, to remain on file for scrutiny. 
Severe consumer criticism has followed, not only of regulation W but of the 
underlying authority which makes such a thing possible. 


W REQUIRES A PAUPER’S OATH 


An installment buyer or borrower may be unable to carry out terms agreed 
upon. Is he free to renegotiate this contract? He is not. To do so this free 
American must sign a statement of changed conditions—in reality a pauper’s 
oath—a specified legal form: state how the husband is out of work, how the wife 
is in the hospital, for what reason; that a child is sick—a public record of private 
family information which Americans do not care to divulge—not even to their 
Federal Government. Nor is this all. 


PRIVACY OF HOMES VIOLATED 


Regulation W invades the privacy of the American home in the course of its 
enforcement, sending investigators into homes at any and all hours. 

The Federal Reserve System has sent investigators into the private homes of 
borrowers, sometimes in the evenings, who demand explanation as to the use 
made of the loan: why it was borrowed: was it used as the borrower said it 
would be. Sometimes these inquisitions have been in the presence of friends, 
neighbors, guests. Minor children have been quizzed, with no adults present. 

The same invasion of the privacy of the individual and the home has accom- 
panied investigation as to whether stores have violated down payment and con- 
tract term provisions of the regulation. 


NOT ENOUGH COMPLAINTS FROM YOUR DISTRICT 


Reports have reached the National Foundation for Consumer Credit that the 
word has gone out to some, if not all of the 12 Federal Reserve banks to speed 
up investigations, increase the number of complaints of violation. Banks are 
said to have been told they lag in filling complaints, that their average is lower 
than that of other banks and districts. 

All this stemming from a regulation which claims a benevolent—good—purpose 
which in fact is neither economically sound nor, in the light of public need today, 
even acceptable. As to its impact ona free people, public opinion is rising rapidly. 

8. The unfortunate aspects of regulation W at long last are coming to the 
forefront of nation-wide attention: 

_ The American people move slowly. For many years the Federal Reserve 
System has discounted any awakening of public opinion against the regulation, 
pointing out that few complaints have come to its attention. 
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ON SOME FEDERAL RESERVE TESTIMONY 


A few days ago Chairman Martin of the Federal Reserve Board testified 
to the Joint Committee on the Economic Report. He was asked by the chairman 
of the Subcommittee on General Credit Control and Debt Manhagement, how 
holding hearings, “I get complaints that they (the investigators) are going to 
people’s homes and calling peopie out, interrogating them, about buying some- 
thing on the instalment plan.” 

Mr. Martin replied: “We have had lots of complaints of that. We have tried 
to minimize that type of enforcement. I think they are exaggerated, but it is 
not a happy lot to be the policeman at anything these days.” 

The subcommittee chairman continued, “I know, but it is rather ironical that 
you should chase somebody down to their own home and call them out to ask 
them about a wheelbarrow that they borrowed or bought on instalment plan. 
You let the bankers have a credit of millions of dollars a year without restraint.” 

Mr. Martin replied: “I know of only one case where someone has been followed 
to his home. I just do not know—we have been tightening up on the regulations. 
I do not like any better than you do having Federal Reserve people going to 
people’s homes.” 

The interrogation then took an interesting course. The chairman asked, “Do 
you not think we could well afford to do without regulation W for next year and 
on a trial-run basis?” 

Mr. Martin: “Unless we get more flexibility than we have in it now; I question 
how much serviceability there is in it.” 

Meanwhile, public opinion outside of Washington, among the people generally, 
is mounting rapidly. 

* ob ae 


THE RUsE OF PUBLIC OPINION 
A. F. of L 


Labor’s monthly survey,February-March 1952, official publication of the A. F. 
of L., already has been introduced in these hearings. We believe it is one of the 
strongest statements yet made for the elimination of unnecessary controls. 
James B. Carey, CIO 

James B. Carey, secretary and treasurer, Congress of Industrial Organization, 
said before this committee last May 30: 

“In no field has the concept of equality of treatment and sacrifice been more 
violated than in the area of credit controls. 

“Those who have sought to engage in speculation on the necessities of life and 
on the national defense have been left free to use the Nation’s credit; but the 
small man who wanted only to participate in the decencies of life by the purchase 
of a refrigerator, a radio, an automobile or a home, found the full weight of the 
Government turned against him. 

“This double standard of conduct in the field of credit should be ended. In 
fact, we propose a complete reversal of the present situation. 

“For example, the regulation W is an instrument which declares that any 
person who has enough cash to purchase an auto, refrigerator, or washing ma- 
chine can do so. But if you are not rich enough to have the 25 percent down pay- 
ment, you must do without. 

“The large margin of spendable income and of liquid assets is at the top 
of the income structure. The wealthy have the means to continue large expen- 
ditures for consumer goods. Regulation W can have but little, if any, effect 
on them. It is the low-and middle-income groups who are seriously affected by 
such inequitable regulation.” 

Journal of The United Mine Workers 

The Journal of the United Mine Workers on February 15, 1952, said editorially : 

“Now that legislation to renew the defense production act is again before Con 
gress, members of the Federal Legislature have an inescapable obligation to re- 
examine in the light of current economic facts the plea for continuing the con- 
trols over prices, Wages and credit. 

“* * * credit regulations which interfere with the normal flow of con- 
sumer goods into buying channels would seem to have lost whatever justifica- 
tion, if any, they ever had. The original basis for these restrictions on con- 
sumer credit was the assumption that goods would become scnurce and that 
buyers would bid up prices unless their ability to buy was checkreined. 
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“There always was an element of discrimination in the Government-imposed 
restraints on installment credit because obviously the wealthy could buy all 
they wished and pay cash, while the middle- and lower-income groups were un- 
able to do so. The 15 percent to one-third down payment and the curtailed 
period to pay off installments acted only to restrain hard-pressed householders. 
This group has traditionally bought furniture, household appliances, automo- 
biles, and such commodities on the installment plan, thus creating a mass market 
for the output of our mass economy. 

“An invasion of the right of the individual to make contracts to purchase 
necessary household goods, automobiles, and such is not only discriminatory 
against workers with modest incomes but lacking in economic sense at a time 
when goods are abundant and unemployment is again a problem, at least on 
a regional basis. This is one phase of the control bill that especially requires 
reconsideration as Congress tackles its annual task of renewing and revising 
the legislation.” 


Fulton Lewis, Jr. 


Fulton Lewis, Jr., in his column February 22, 1952, condemned the effect of 
regulation W. In part he said: 

“President Truman has once again asked Congress for continued controls 
over installment buying. 

“Last year Mr. Truman said the credit curbs—a 15-percent down payment on 
an 18-month basis—would curb inflation. It is not necessary to comment on 
the silliness of that reason. f 

“The argument for further controls this year is equally silly. 

“The combination of ceiling prices and production controls make unnecessary 
installment buying controls. Here is why. 

“If you can’t meet the restrictive credit terms or lack the cash, the odds 
are 1,000 to 1 that you'll spend your money elsewhere, for something else on 
the store counter, or for a vacation or maybe a few nights out on the town. 

“So where is the anti-inflation virtue in the credit installment controls. Ninety 
percent of the laboring man’s money goes into the market whether it is for 
fun or furniture. And if he can’t get furniture he usually finds some fun. 
Thus, instead of having anything tangible when his cash is gone, he still needs 
au television set, a washing machine, or a new chair for the living room. 

‘A look at the newspaper advertisements today discloses that there is now 
no shortage of television sets, automobiles, radios, refrigerators, or furniture. 
Manufacturers and retailers are more adequately supplied with these articles 
already produced but unsold. Whether they rot in the warehouse or are utilized 
in homes that need them no more money will go into the open market to kick 
up prices and create new inflation. If prices are forced up by the mere selling 
of goods now in storage or authorized to be produced under NPA regulatins, 
then the entire Office of Price Stabilization is a corrupt fraud. 

“When we have to take orders from the Government concerning almost every 
household purchase made—plus having to get permission to borrew from our 
hometown banker to send junior to college or pay a hospital bill—then we open 
the gates to totalitarian control that goes down the road to only one ending. 
In Russia they tighten the screws every day.” 

Mr. Lewis’ remarks assert themselves with terrific impact, to report the effect 
of regulation W on the American family—and its basic right to enter into normal 
contracts. 

Many other columnists in recent weeks have taken up the cudgel for the con- 
sumer who uses installment buying—and have to increasing degree found regu- 
lation W wrong in principle and unsound in economics. These include Earl 
Godwin, John O'Donnell, and others. Countless newspaper editorials now are 
on file contributing to the rise of opinion against this type of regulation. 

Earl Godwin says (February 23, 1952), “Regulation W is a stranglehold on 
the individual’s precious right to spend his money the way he chooses * * * 
and that is certainly one of the freedoms.” 


The CHarrman. Mr. Nepil of the National Association of Retail 
Meat and Food Dealers, Inc. 
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STATEMENT OF GEORGE T. NEPIL, SECRETARY-TREASURER, NA- 
TIONAL ASSOCIATION OF RETAIL MEAT AND FOOD DEALERS, INC., 
ACCOMPANIED BY CHARLES BAUER, PRESIDENT 


Mr. Neri. My name is George T. Nepil. I live in Berwyn, Ill, a 
suburb of Chicago. I am executive secretary-treasurer of the National 
Association of Retail Meat and Food Dealers, Inc. We represent 
thousands of retailers dealing in food products, primarily in meats. 
Our members are located throughout the United States. 

I might add that many of these retailers operate small and medium- 
sized businesses. 

I have had 29 years of experience in the food business. At the 
present time I own and operate a super market in Berwyn, Il. With 
my experience, I feel that I am qualified to talk for our membership. 

‘After the Korean situation started, and the Defense Production 
Act and wage and price controls were in the thinking stage, the Na- 
tional Association of Retail Meat and Food Dealers, Inc., assembled 
at its sixty-fifth annual convention at Omaha, Nebr., August 7, 1950, 
adopted a resolution offering to those Government bodies in Wash- 
ington, charged with formulating any proposed legislation or regu- 
lations pertaining to our industry, our suggestions borne out of the 
actual working experience gained during the operation of the meat- 
control program of World War II for m: raking any meat-control pro- 
gram fair and workable. 

Gentlemen, I bring out this point to point out the fact that when 
the emergency arose, we were willing to cooperate with any Govern- 
ment agency, and if we saw the necessity was great, we were not op- 
posed to any controls program if the conditions so warranted it. 

Senator Scuorerret. Then do you not think the Congress, in its 
wisdom, did a pretty good thing in not giving them the long-time 
over-all, first initial enactment that they asked for! 

Mr. Nepin. Yes. 

Senator Scnorrren. And we should take a review of this situation ? 

Mr. Neri. Yes, sir. 

The recommendations embodied in this resolution were ignored, 
and as a result the regulations were loosely drawn and were not tested 
and tried in the crucible of experience and failed in many respects to 
accomplish the stated apjerares of the meat-control program. After 
controls were imposed in January 1951 the National Association of 
Retail Meat and Food Dealers, Inc., was cooperative with OPS offi- 
cials. We repeatedly offered evidence and figures to the agency and 
suggested remedies for the inequitable provisions embodied in the 
act. Most of the suggestions and advice were not heeded. 

In many instances ‘the Retail Meat Advisory Committee, of which 
Mr. Bauer happens to be a member, presented evidence showing that 
the regulations were imposing a severe squeeze on retailers’ gross profit 
margins. 

On April 30, 1951, OPS began to put its profit-control policy into 
being. It took beef out from under the GCPR and set up dollars-and- 
cents ceilings. The Retail Meat Advisory Committee again presented 
evidence that the new regulation was imposing a terrific squeeze on 
beef margins. Relief was promised, but instead the squeeze was 
increased. 
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Senator Scuorrret. Then they also, in their regulations, required 
you to go completely out of your customary way “of handling your 
merchandising—of cutting of meat and everything else, did they not? 

Mr. Neem. I am glad you asked me that question. The fact that 
you state is absolutely true. We tried in various way to prove it to the 
OPS. In fact, last June we conducted a cutting test in the Senate 
cafeteria in this building. I do not know if you were present. 

Senator Scuorrret. I was not up there. 

Mr. Neri. Many Senators and Congressmen were present at this 
cutting test in which we proved that the w: ay the OPS made up the 

regulations was contrary to historical practices of the meat industry, 
the retail meat industry. It worked hardships on the retailer, for one 
thing, and not only that, that is not the main thing, but the consumer 
did not get the kind of meat she wanted and they bought meat in the 
manner in which they were unaccustomed to buying it. 

In other words, there was an excessive amount of bone and fat left 
on cuts, whereby the historical practice of most legitimate meat deal- 
ers, and meat dealers who want to hold their customers, is to trim the 
meat so that it looks presentable and so that the consumer gets a mini- 
mum amount of waste in bone and fat when she takes that piece of 
meat home. 

Senator ScHorpre.. I might say to you, sir, the other day in the 
old Supreme Court Chamber here before this very committee a gen- 
tleman came down here from the eastern Atlantic seaboard and 
demonstrated to, I am sure, the satisfaction of all the members of 
this committee who were present, the fallacy of those requirements. 
It was most enlightening, the way that was presented and he showed 
conclusively that it cost the consumer more in the end. 

Mr. Nepit. We proved that when we conducted our cutting demon- 
stration here last June. 

I would also like to add that it is the definite proven opinion of 
both our membership and their customers that price controls on food- 
stuffs have raised the cost of living and interfered with the normal 
economic marketing of foodstuffs because of unsound restrictive regu- 
lations of OPS that have prevented regular historical meat-cutting 
procedures, and normal adjustments of the prices of various cuts to 
cover the preferences in certain neighborhoods for differnt cuts and 
grades of meat. 

Now, you will notice that we say “neighborhoods” and not “areas,” 
as consumer preferences will differ in one city according to nation- 
ality and economic status of customers in each little community con- 
tained in a city. 

Under regular conditions least-demanded cuts must be sold for less 
than cost and the loss adjusted on more popular cuts according to each 
neighborhood’s dietary preferences. 

OPS has ignored this fact and it makes many dealers violators or 
bankrupts if they want to stay in business 

Most customers of our retailers refuse to accept OPS cuts or OPS 
type of trimming meats. So it makes it a rather difficult job to try 
to convince the consumer th: at that is the way it has to be and that 
is the way they have to take it. 

I might elaborate a little further on this particular point, to clarify 
the point that I spec ‘ified. For instance, to take soup meat. They 
have a certain price on navels, which is for soup. They regulated 
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the over-all picture to make up a general margin of profit, but they 
did not take into consideration that a lot of these cuts on which 
they had this margin set up are not in demand and many times they 
have to be sold at perhaps 25 to 30 percent under the ceiling price 
that was set up in order to move the product. 

Senator ScHoerren.. Because it is permissible ? 

Mr. Neri. That is right, and also the cuts in higher demand like 
steaks, for instance, and roasts, the ceilings were averaged up to con- 
form with the ceilings on these least-demanded cuts, and therefore 
the ceilings on those are too low. 

Now, in the meat business, just like you said, it is permissible. We 
have a saying that you either sell it or you smell it, and if you want 
to sell it you practically have to give some items away. 

I hope I made myself clear on that point. 

Labor costs have been steadily rising and ceilings prohibit the 
retailer from raising his prices in order to meet the increased cost of 
doing business. Wage controls, as far as the retail meat industry 
is concerned, have offered no protection. The cost of supplies and 
other operating factors have also risen and have not been taken into 
consideration when the regulations governing the retail meat and 
food business were drawn up. Thousands of small retailers are en- 
countering losses in the operation of their businesses, and no business 
can continue to operate without a profit. 

Our members are in direct contact with hundreds of thousands 
of consumers and find that the act is none too popular for various 
reasons with this group who supposedly are the greatest beneficiaries 
of the act. 

Many of the consuming public do not even realize that there is a 
control program. This is what the people have to say about controls : 

(1) The Government is blamed for inflation—the blame is put right 
on Government policies and scare buying. Unions and big profits 
were also blamed in a minor way. 

(2) The consensus of opinion is that price controls are not work- 
ing. About 90 percent of the people who expressed their views were 
of this opinion. 

(3) Opinion is equally divided on the fact that wage controls are 
partially effective. 

(4) Most people think that curbs on installment credit and loans 
are working. Many say that violations of controls are widespread 
because businesses and the public do not understand the rules and 
consequently ignore them. 

Immediately after the Korean situation developed and the pos- 
sibilities of price controls became a fact, a wild scramble by producers, 
feeders, slaughterers, packers, and wholesalers took place in order to 
establish high ceilings on meat products. As a result, prices soared 
upward rapidly becaue of this unnatural and artificial condition. 

Now that the situation has adjusted itself, prices are easing off and 
are gradually coming back to normal after the high spurt following 
the Korean action. This is especially so in foodstuffs. 

Now, Mr. Bauer has a preparation here on the differential of the 
prices between a year ago and now and if possible I would like for 
him to read it. 

The Cuaiman. The only point is this: We have had to deny other 
witnesses here today. We have had several who wanted to testify. 
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I appreciate Mr. Bauer being here. I have heard of his wonderful 
record in Ohio. I would like him to file anything he cares to for the 
record. but if we start in on another witness, we will have a difficult 
situation. When the first witness was here he had two witnesses who 
wanted to appear and another gentleman had a small-business man. 
I do not want to be unjust. 

Mr. Neri. We would like to make it part of the record. 

The Cuatrm <n. Anything he wants to file he may. 

(The statement of Mr. Bauer follows :) 


STATEMENT OF CHARLES W. BAUER, PRESIDENT, NATIONAL ASSOCIATION OF RETAIL 
MEAT AND Foop DEALERS 


My name is Charles Bauer. I am president of the National Association of 
Retail Meat and Food Dealers. 

I have been in the retail meat and food business for the past 31 years, having 
worked for both chain and independent operators and have operated my own 
retail meat markets for the past 18 years. 

I believe that I am qualified, due to this past experience, to speak for the mem- 
bers of our national association. 

It is the feeling of the members of our association that the continuance and/or 
extension of the Control Act will be detrimental to the best interest of the con- 
suming public, because it will discourage production of livestock. 

Our members oppose the extension of the Control Act on the reason it retards 
the production of livestock. With the daily increase in our population of over 
7,000 persons or an annual increase of over 214 million persons, this means that 
We must maintain our production of livestock at all times to feed our people. 

Mrs. Consumer and Mrs. Housewife still exercise the privilege of buying what 
she wants and where she wants to buy, and how much she wants te pay. To 
substantiate this you will find prices much lower today than a vear ago. 

I would like to quote the figures taken from an ad in the Cincinnati news- 
papers and comparative prices of a year ago. 

In 1951 hamburger 65 cents per pound—today 59 cents per pound. 

In 1951 slab breakfast bacon 45 cents per pound—today 39 cents per pound. 

In 1951 pork sausage 45 cents per pound—today 35 cents per pound. 

Tn 1951 pure lard 25 cents per pound—today 19 cents per pound. 

In 1951 bean bacon 29 cents per pound—today 19 cents per reund. 

In 1951 round or sirloin steaks 99 cents per pound—today 89 cents per pound. 

In 1°51 pork roast, rib end, 47 cents per pound—today 32 cents per pound. 

In 1951 pork loin, end, 57 cents per pound—today 42 cents per pond. 

In 1951 eggs, carton, 54 cents ner dozen—today 43 cents per dozen. 

In 1951 Criseo shortening $1.07—today 83 cents. 

The composite wholesale price of pork products from medium-weight hogs 
during the past week in Chicago was $18.75 per hundredweight against $24.91 
a year avo, a decline of 25 pereent. Live hogs average $17.67 against $23.21 a 
a year avo. or a decline of 24 percent. Major pork cuts now are from 4 to 12 
cents per pound below packer OPS ceiling prices. 

The members of our association are individual owners and operate their own 
meat markets. They want the assurance that they, too, will be able to have 
the protection and consideration of their Senators and Congressman in an effort 
to assure them of the production of more livestock which will mean more meat 
and future supplies. More production of meat by increasing livestock produc- 
tion is the eniy answer. If prices do rise it will be because of a mismanaged 
and misguided control program and will only result in waste and chaos in the 
industry and the Nation. 

The law of supply and demand will be the best solution to the economy of this 
country. With competition as keen as it is in the food business, Mrs. Housewife 
can control all commodities she wishes to and does. I stated before that con- 
trols will be detrimental to the best interest of the consumer and that is because 
it will gradually reduce our future supplies of meat for the Nation. 


Mr. Neptt. Is it permissible for me to file two other statements that 
I have here? 

The Crarrman. I will be happy for you to do it. But you can 
understand if we start in other witnesses here it delays the whole 
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yrogram. We had to deny some this morning so that you could be 
eae now. 

Mr. Neri. That is right. We have to catch a plane at 5 o'clock 
too. 

We appreciate your position and we appreciate your allowing us 
to make it part of the record. 

The Cuarrman. Iam glad you do and I hope our friend from Ohio 
understands. 

Mr. Nepit. The cost of living has ceased to rise, and it appears that 
it will keep dropping in the future. 

Competition and the fact that the consumer, namely, Mrs. House- 
wife, is one the look-out for bargains and lower prices and shops 
around for them, are the true factors which have brought about the 
sasing-off of prices. 

1 would like to elaborate for just a minute on this also. In our 
business we find this to be a fact, that advertised items are the items 
that are really moving and in order to get the consumer to come into 
our shops or any shops, we have to give them exceptionally good 
bargains to have them come in. They are really on the lookout for 
the bargains and I believe in conditions like that free enterprise and 
competition is the solution to the whole problem and not controls. 

On November 9, 1946, President Truman said: 

The law of supply and demand, operating in the market place, will from now 
on serve the people better than would continued regulation of prices by the 
Government. I am convinced that the time has come when such controls can 
serve no useful purpose. Their further continuance would do the Nation’s econ- 
omy more harm than good. Accordingly, I have directed immediate abandon- 
ment of all controls over wages, salaries and prices. 

The National Association of Retail Meat and Food Dealers, Inc., is 
also of the opinion that the law of supply and demand, together with 
keen competition, will solve the price problem in the food field if 
there are no controls, as has been proven lately with many food items 
and commodities now selling below their allowable ceilings. 

Controls are a poor inducement for more production, | both in a 
point of financial return and in morale. Lowered production means 
less livestock for packers to process and less meat for them in turn 
to offer to retailers and their customers, the consumers. ‘ 

With the increased production of foodstuffs to overcome the de- 
mand, the danger of more inflation is abating. 

Expanded total production is essential during the defense period. 
The existence of price ceilings is likely to encourage producers to con- 
centrate their output on the items which are most profitable under 
price control rather than on the items for which demand is greatest. 
The longer the controls are in effect, the more serious the distortion 
of the economy is likely to be. 

Meat retailers have found this condition existing when they go 
to the marketplace to purchase their requirements. In many instances 
they have been unable to purchase the cuts of meat their particular 
type of trade requires and have had to take what they are offered in 
order to have something to sell to their customers. This sort of prac- 
tice results in the retailer b eing caught in a squeeze, all due to imposed 
regulations. 

When prices and wages are under control, the public is enmeshed 
in a welter of regulations, many of which seem unreasonable. The 
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temptation is great to cut corners and to evade the controls. Inven- 
tiveness is turned to exploitation of loopholes and ways of giving only 
lip service to the law. The subversion of the controls breaks out in 
black markets. The controlled seek to influence the controllers. 
Those who abide by the rules are disillusioned by the sight of un- 
punished dishonesty. 

Therefore. the National Association of Retail Meat and Food 
Dealers, Inc.. goes on record as being opposed to the extension of titles 
IV and V of the Defense Production Act, which provides authoriza- 
tion for price and wage control. 

The CuHatrman. Thank you very much. Are there any questions ¢ 

Senator Bricker. I would like to ask one question which you may 
have taken up before I came in. We had a great deal of complaint 
after the law was put into effect about rules and regulations with re- 
gard to cutting. Did you take that up? 

Mr. Neri. Senator Bricker, we took that up, and I also explained 
the cutting tests which we conducted here last June, which you 
attended. 

Senator Bricker. Well then, I will read the record. 

Mr. Nepiz. You were present at that cutting demonstration. 

The CuatrmMan. We appreciate your testimony. 

Mr. Nerm. Very well. I would like to include a resolution and 
two letters in the record, please. 

(The resolution and letters referred to are as follows :) 


RESOLUTION PRESENTED BY THE GREATER CLEVELAND Retrarm Meat DEALERS 
ASSOCIATION, INC. 


Resolved, That we. the members of the Greater Cleveland Retail Meat Dealers 
Association, at this meeting do resolve that the Office of Price Stabilization has 
not and is not necessary and should be abolished: 

tesolved, That there has been no national emergency to justify its existence; 

Resoived, Its administration has been one of confusion and too great a tax- 
payers’ expense in comparison with any actual or claimed advantage it has 

ntributed to our national economy or to the citizens of our country; 

Resolved, That we as independent food dealers are against any and all poli- 
ical controls that are bleeding the lifeblood out of the taxpayers and small- 
,dependent-business man who is not able to maintain a battery of legal counsel 
and certified public accountants to keep the thousand and one ends of their 
business under the said political controls: and 

R lred, That this resolution be published in our message, copies sent our 
United States Senators and Congressmen and a request that every member of 

r association advise their Senators and Congressmen of our action. 


MINNEAPOLIS, MINN., March 5, 1952. 
SENATE BANKING AND CURRENCY CoMMITTEE, 
Senate Office Building, Washinoton, D. C. 

DraAR MEMBERS: The Minneapolis Retail Meat and Food Dealers Association 
wish to go on record as being opposed to extension of titles [IV and V of the 
Defense Production Act. We feel both have failed to accomplish what they 
were set up to do 

The records speak for themselves. The law of supply and demand cannot 
be ignored. At present, with supplies of food in sufficient quantity, prices auto- 
matically have fallen below ceilings. If the same amount of money were spent 
to insure production as is new being spent in an attempt to control prices, all 
would be well. If prices stay up to ceiling the public just won't buy. 

On the other hand, wage ceilings have, as far as we are concerned, afforded 
no protection. We are now being asked to agree to another wage increase which 
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would increase our wage scale in the retail meat field by 28 percent above the 
base period. From past experience, if we agree to petition rather than face 
strike, its an attempted fact the position willl be allowed. 

We therefore earnestly ask you to oppose extension of titles ITV and V of the 
Defense Production Act. 

Sincerely yours, 
JOHN H. ZIMMER, 
President. 


New York, N. Y., March 1, 1952. 
Re Defense Production Act, price and wage controls, titles 4-5. 
SENATE BANKING AND CURRENCY COMMITTEE, 
Senate Office Building, Washington, D. C. 

GENTLEMEN: The New York State Association of Retail Meat and Food 
Dealers, Inc., which is a trade association, has been representing the nonkosher 
retail meat dealer of New York State for 59 years. Our membership consists 
mostly of individual meat-shop owners who are in daily personal contact with 
the American housewife and consumer. They know the problems the average 
homemaker has under present economic conditions. 

It is the definite proven opinion of both our membership and their customers 
that price controls on foodstuffs have raised the cost of living and interfered 
with the normal economic marketing of food stuffs, because of unsound restric- 
tive regulations of OPS that have prevented regular historical meat-cutting 
procedures, and normal adjustment of the prices of various cuts to cover the 
preferences in certain neighborhoods for different cuts and grades of meat. 

You will notice we say “neighborhoods,” not areas, as consumer preferences 
will differ in one city according to nationality and economic status of customers 
in each little community contained in a city. Under regular conditions, less 
demanded cuts must be sold for less than cost, and the loss adjusted on more 
popular cuts, according to each neighborhood’s dietary preferences. OPS has 
ignored this fact and it makes many dealers violators or bankrupts if they want 
to stay in business. Most customers in our State refuse to accept OPS cuts or 
OPS type of trimming of meats. 

The entire program of controls has raised the cost of living to the American 
consumer. 

Prior to controls the prices of meats were much lower than the prices fixed 
by OPS because at the first rumor that controls were coming a wild scramble 
began to establish high ceiling by farmers, feeders, slaughterers, and whole- 
salers of meat and meat :roducts; and these inflated prices were the basis for 
inflated ceiling prices that came with controls in spite of the surplus of live- 
stock and livestock feeds that should be the- basis of all meat pricing. 

Lower prices are now taking effect in spite of OPS pricing regulations, be- 
cause of the tried and tested law of supply and demand. There are reductions 
in prices of meats all over the country of as much as 10 to 50 percent under 
ceiling price of many cuts at retail, and we further state that no meat is being 
sold at any level at full ceiling price. 

Price control on meats is a costly part of the national budget that could be 
entirely eliminated. The entire personnel and program could be dispensed with 
and the prices of meats and meat products will remain stable or even lower 
than the present prices that are way below ceiling prices. 

Price control of meats was a failure under OPA, and it has already failed its 
purpose under OPS. 

The quicker it is discontinued the better it will be for the consumer, the 
dealer, the farmer, and the United States Government. 

We respectfully submit the above for your consideration and hope that the 
experience of the retail food dealer will aid your committee in coming to a 
determination to dispense with price controls, and enable our public to obtain 
greater values for their food dollar. 

Yours very truly, 


New YorK STATE ASSOCIATION OF RETAIL MEAT AND Foop DEALERS, INC., 
ALBERT WENDEL, President. 


The Cuatrman. Mr. Nichols will be our next witness. 
96315—52—pt. 2——7 
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STATEMENT OF C. N. NICHOLS, MANAGING DIRECTOR, NATIONAL 
ESTABLISHED ROOFING, SIDING, AND INSULATING CONTRACTORS 
ASSOCIATION, INC. 


Mr. Nicnors. My name is C. N. Nichols. I am managing director 
of the National Established Roofing, Siding, and Insulating Con- 
tractors Association, Inc., with headquarters at 12 East Forty-first 
Street, New York, N. Y. Hereinafter I will refer to the association 
by its abbreviated name NERSICA 

This memorandum was dictated on Thursday. I had not consulted 
on Thursday with the editors of Business Outlook or with the Journal 
of Commerce, or with the New York Herald Tribune, but there are 
some very good facts in articles and editorials which I would like to 
make a part of the record, with your permission. 

The Cuamman. Without objection, you may put your statement 
in the record, and the articles from the papers which you refer to, 
which I have also read. 

Mr. Nicnors. I assure you, Mr. Chairman, my statement will be 
brief. 

(The articles referred to follow :) 


[From the Wall Street Journal, New York, Saturday, March 15, 1952) 
REVIEW AND OUTLOOK 
PROGRESS OF THE WEEK—-AN EDITORIAL APPRAISAL 
(By F. A. Korsmeyer) 


Pressure for the ending of controls continues to increase, with no valiant 
defenders of the stabilization concept other than control agency officials and 
a few devoted friends of the administration. The business community, so far 
as it is articulate, is practically unanimous for abandonment; the two other 
major occupational groups, farmers and wage workers, are more or less dis- 
satisfied with the way controls are working. Both farm and labor organizations, 
however, are demanding more drastic control measures in favor of their respec- 
tive followings. Farmers appear generally willing to respond to the Govern- 
ment’s call for top production but are apprehensive of what that may do to 
their selling prices. This week President Green of the AFL recommended 
subsidy payments to farmers to cover the (alleged) difference between fair prices 
to them and reasonable prices to consumers. The CIO is all for free wage 
bargaining and taking the resultant rise in production costs out of the profits of 
industry. 

Against prolonging the control statute after its expiration on June 30 the 
United States Chamber of Commerce argues that the national economy has 
weathered the first shock of the defense program, that supply and demand 
conditions are working back to a normal balance and that a return to free 
markets would stimulate business activity where it lags. The chamber observes 
pertinently that the Office of Price Stabilization takes weeks or months to make 
rulings whereas the free market adjusts prices to demand-supply conditions every 
day. The Association of Cotton Textile Merchants of New York tells a Senate 
committee that records and reports exacted by the control agencies are burden- 
some and serve no purpose in an industry now in a deflationary phase. 

Under these conflicting pressures Congress must be expected to compromise. 
Members of that body are of course aware of a widespread belief that the longer 
controls last the harder they will be to get rid of in toto when the emergency 
that called them forth has passed. . 

In approaching the important price-wage issues affecting the steel industry 
the Office of Price Stabilization is understood to have prepared an order applying 
the Capehart amendment of the controls law to steel selling prices. That section 
of the statute requires that ceiling prices reflect whatever increases in basic 
production costs that may have occurred between the outbreak of war in Korea 
and July 26, 1951. 
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Apparently such an order would leave open the question whether any further 
increase in ceiling prices was to follow the findings of the Wage Stabilization 
Board on the wage demands submitted to it. A panel of the Board has made a 
factual report to the larger bedy, without recommending terms of settlement. 
These will be made by the Board itself. The steel workers’ union suspended its 
strike decision only until March 23, but the week remaining should be time enough 
for the Board to make up its mind. 

Theoretically, the Board’s findings will not bind either party to the dispute. 
As a matter of fact an opinion from that body that the steel workers should 
be granted higher wage scales and other benefits would be practically impossible 
for their employers to reject out of hand. In any subsequent bargaining the 
union would have the powerful moral support of the Board’s opinion while the 
employers would have no means of. knowing whether or not they would be allowed 
to raise their selling prices to offset whatever wage concessions they might con- 
sider it expedient to make. And the negotiations would necessarily be conducted 
under the shadow of an industry-wide strike threat. 

Quite possibly the outcome of the steel wage dispute will prove to have made a 
critical test of the usefulness of stabilization as a bulwark against further price 
inflation. Officers of the union, disputing the testimony of steel company execu- 
tives, have asserted that a wage rise in the industry would exert no serious 
influence on the general wage level for the reason that most other employees 
have already got their defense period increases. This argument 
convincing. 

Testimony being taken by the Patman committee on monetary controls and the 
position of the Federal Reserve System gains importance at this time from the 
pendency of an $85 billion Executive budget for the coming fiscal year and such 
collateral matters as the determined effort of the Secretaries of State and De- 
fense and military heads to put through intact President Truman’s foreign-aid 
program, The Patman committee hearings involve primarily the Reserve Sys- 
tem’s independence of control by the executive branch of the Government. 
Treasury Secretary Snyder’s proposal of a new advisory council must have 
pleased those who believe in a Government-dominated monetary system since 
he would have the council membership loaded heavily in favor of the executive 
branch. An independent Federal Reserve System could check deficit financing 
by allowing the Government bond market to seek its natural level instead of 
supporting it through unlimited buying. 

That fact would appear to account for Mr. Snyder’s wish to set up a jug-han- 
dled advisory council as watchdog over the independence of the Reserve System. 
Naturally the Treasury head does not wish to appear critical of the spending 
programs of his Chief. And neither the President nor any authorized spokes- 
man for him urges a real retrenchment in Government spending, though dozens 
of his own party in Congress, practically all the Republican members and 
thousands of businessmen, bankers, and economists consider it a vital necessity. 


is far from 





{From Report on the Business Outlook—Section 2. Background and Analysis, No. 682] 
MipyYeAr Is TURNING POINT FOR PRICES 


Price declines generally are likely to come to a halt before mid-1952. 
Upward pressures on prices are removed by (1) stretch-out in military buying, 
(2) slower rate of private spending, (8) drop in world demand for many com- 
modities. 
7 


What's really happening in prices, however, is an adjustment tending to bring 
about a better balance. Commodities that soared highest since Korea have sunk 
deepest. That price adjustment now shows signs of being completed. 

Modest upturn in prices during the second half of this year is likely. A war 
scare, however, would revive a strong uptrend. 

Wage-rate increases will boost factory labor costs during the year, but they 
will be offset in part by lower commodity prices—particularly raw nondurable 
commodities. 

To give you a general view of price trends: 

Sensitive commodities—Bureau of Labor Statistics list of 28 spot prices—are 
down 22 percent from the 1951 peak. They probably will go somewhat lower 
before midyear and recovery probably will not carry very far. 
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Raw materials, at wholesale, dipped 6 percent below the 1951 peak in January. 
They are likely to keep dropping, slowly, through 1952. 

Soft-goods prices probably will cause the decline in the index. Metals and 
other durable raw materials are not likely to change much. 

Wholesale prices in general are down 5 percent from the 1951 peak. Further 
modest decline before midyear is quite probable. Recovery, after midyear, is 
likely to be moderate. 

Living costs also are likely to be in a downtrend through most of 1952. That 
should put a stop to automatic wage increases, tied to the living-cost index, but 
living costs are unlikely to dip enough to lower wage rates by any substantial 
margin. 

The table just below shows recent trends in prices. They are indexes based on 
the old wholesale series of BLS. 


Trend in prices 


[1935-39= 100) 





All com- Farm Food oe | Cost of some y 

modities | products | products | products are prices ! 

| 

1935 99.3 103. 7 105. 9 06.0 | 8.1 6.3 
1937 107 113.7 108. 1 105. 1 102.7 118.4 
1940 97. ¢ 89.1 90. 2 102.3 100. 2 96.5 
1945 131.3 168. 7 134.3 122.8 128. 4 155. 6 
1948 24.9 247.8 226. 5 186.0 171.2 271.1 
1949 192.4 217.8 204.2 181. 5 | 169.1 | 213.6 
G50 : 200 224.3 210. 2 188. 8 171.9 244.6 
1951 . 223.9 258. 4 236. 4 208. 7 185.7 | 296.4 
First quarter____-- 226. 7 263. 4 234. 6 211.3 | 183.3 | 324.6 
Second quarter. 226.8 263. 5 235.6 211.3 185. 1 307.2 
T 221.3 251.8 i 236.7 | 206.5 | 185. 9 | 276. 1 
221.0 234.8 238. 4 205.5 | 188.4 277.7 
220. 1 251.8 | 235.8 205.0 | 189.1 | 258. 2 








1 Spot-market prices of 28 basic commodities, 
NEW RISE IN MONEY AHEAD 


Now to take a look at underlying forces that influence price trends: 

Money supply is an important influence. This consists of bank deposits held 
by Government, bank deposits and currency held by business and individuals. 

Supply of money measures the amount that can be offered for goods and 
services. The table in this column shows the relationship between money supply 
and total output, measured in dollar value. 

In June 1949 the rise from 1935-39 in money supply was approximately the 
same as that in goods and services. 

From then on until March 1951 prices outran money supply. Money increased 
6.9 percent while value of goods and services jumped 24 percent. 

Faster tun-over of money enabled prices to increase at the rapid rate. 

Turn-over outside New York rose from 18.7 times deposits in 1949 to 22.5 times 
in April 1951. That buying scramble sent wholesale prices up 17 percent. 

Slowing demand in 1951 brought a smaller turn-over of money, and wholesale 
and spot-market prices declined. Money supply and consumer prices, however, 
rose to a new high. 

Prospect for 1952 is that money supply will level off until midyear, then rise 
further, probably bringing a moderate lift to prices. 


1952 COSTS DEPEND ON PAY 


Production costs of manufacturing, another influence on prices, will depend 
chiefly on the amount of wage increases in 1952. 


ee prices were fairly consistent for manufactured goods from 1949 to 
early 1951. 

Unit costs based on wages and materials rose about 13.4 percent in that period 
and prices advanced 15.6 percent for finished products. 
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Monthly supply and gross national product 
[1935-39 = 100] 


} Gross national 
Money supply | 2705S Batto 


product 
1946 (second quarter) 304. 6 239. 7 
1947 (second quarter) ; 204. 4 267.3 
1948 (second quarter) 300. 6 296. 7 
1949 (second quarter) 298, 1 297.2 
1950 (second quarter) 109. 4 316.7 
1951 (second quarter) 321.1 377.6 
1951 (fourth quarter) 35. 4 418.5 


During 1951, unit wage costs rose 1.4 percent on the average, while raw-mate- 
rial costs dropped 4.1 percent, bringing total unit costs down 1.6 percent. Prices 
slipped a bit. 

Costs per unit of output probably can be held level in 1952 if wages rise an 
average of around 6 percent, if raw-material costs average about 3.4 percent 
below 1951, and if man-hour output rises 2 percent. 


SENSITIVE COMMODITIES ARE CLUE 


Trend to watch is the price of sensitive commodities. Prices on spot markets 
point to the general direction of all prices. Sensitive prices also have accounted 
for most of the wide swings in general prices in the last 2 years. 

After Korea sensitive prices rose 48.5 percent to the peak in February 1951. 

During last year the sensitive index dropped 22 percent, but still is 15.7 percent 
above the pre-Korean level. 


Trend in sensitive commodity prices 


Percent change | Percent change 

from from— 

| Pr Pr 

| 1950- c& Onn_5 e- 

high | Korean |} a Korean 

levels 5" | levels 

| 
Import group__-..----- -----.-| —29.3 | +16.0 || Domestic group—continued | 
Burlap, yard.................] —50.9| +49 || Corn, bushel. - - -- —10.3 +19.0 
Cocoa beans, pound - - —13.5 | +18.2 Cotton, pound : —11.9 +17.8 
Coffee, pound. -__-. | —4.1]| +118 Cottonseed oil, pound —47.9| —5.2 
Flaxseed, bushel ed }—16.4) +48 Hogs, pound —31.7 —14.8 
Hides, pound__...-- * —60.9 —34.1 Lard, pound —40.0 +10.1 
Rubber, pound_...-. | —42.3 | +79.1 Lead, pound. - 0 | +65.2 
Shellac, pound - - - - | —26.5 | +18.6 Print cloth, yard —38.3 —2.6 
Silk, pound _.__- —8.4 | +81.5 Rosin, pound —8.3 +78.8 
Sugar, pound............ } ~11.8 | +3.4 Steel scrap, ton (Chicag: —7.8 | +10.7 
Tim, pownd. ........... ...| —33.6 | +659.0 | Steers, pound ¢ —8.6 +18.4 
Wool tops, pound. --.__-. |} —59.9 | —12.7 Tallow, pound —69.8 +14.6 
Domestic group. - --- 7 —17.2 | +15.5 Wheat, bushel (Kansas City —3.5 | +17.5 

Barley, bushel___- —13.8} —10.4 |} Zine, pound 0 | +29.3 
Butter, pound.-._-- .| —8.0 | +25.4 || General index !. setts —22.1 | +15.7 
Copper, pound... .. 0 | +89 


1 Bureau of Labor Statistics prices of 28 commodities on spot markets. 


Source: Bureau of Labor Statistics. 


Import commodities, as a group, showed the largest rise in spot prices after 
Korea and have taken the largest drop. Hides and wool tops, in fact, are 
below pre-Korean levels. 

Many sensitive commodities still appear to be rather high in price and 
vulnerable to a decline when supplies increase or demand drops. Decline may not 
occur in 1952, but when a post-defense slump develops, some sharp drops are to 
be expected. 


ARMS PRODUCTION—STILL RISING 
Arms program still has a long way to go before peak volume is reached. 


Progress in arms production is important to nearly all businessmen because it 
is the greatest single economic influence in the United States. 
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At the end of January: 

Total commitments reached $89.1 billion. 

Total program, provided and requested, is $186.3 billion. 

Still to be obligated is $97.2 billion. 

Arms program ahead, thus, is greater than commitments already made. 

Deliveries through January amount to $42 billion. To be delivered: $1443 
billion. 

Arms program is just getting started. That’s a fact that businessmen should 
consider in making their appraisals of the outlook. 

To go into greater detail: 

Hard goods on order amount to $53 billion, out of $78 billion available through 
the current fiscal year. That means $25 billion is to be obligated before June 30, 
1952. 

Hard-goods contracts should average $5 billion a month before the fiscal year 
ends. 

Soft goods have funds of 89.5 billion, of which $8.1 billion has been obligated, 
leaving $1.4 billion. Orders for soft goods will run below recent levels. 

Construction is lagging, with $8.3 billion available, $3.4 billion obligated, $4.9 
billion remaining. Construction contracts probably will run $1 billion a month 
through June. 

These estimates of orders to come are based on Defense Secretary Lovett’s 
statement to the Senate Appropriations Committee that substantially all fiscal 
1952 funds will be obligated by the end of the fiscal year. 

Defense orders continue to flow chiefly to established industrial areas. 

Ten States have about three-fourths of defense business. The 10: New York, 
California, Michigan, Ohio, Pennsylvania, Indiana, Illinois, New Jersey, Con- 
necticut, and Massachusetts. 

There has been some shift, however, in the distribution of defense orders from 
June through December 1951. 

Gainers in the second half of last year are Maine, Delaware, Virginia, West 
Virginia, North Carolina, Texas, Nevada, Washington. 

Deliveries of arms and defense goods also are increasing. 

In hard goods, deliveries through January are put at $13.8 billion, or 26 percent 
of orders placed. Of the $39.2-billion backlog, over $10 billion is for aircraft. 

Hard-goods orders are likely to rise faster than deliveries for several more 
months. 

Soft-goods goals are nearer completion. Deliveries, at $6 billions, are 74 
percent of orders. Backlog of $2.1 billions is likely to shrink. Defense orders 
promise more business to hard-goods than to soft-good producers. 


INDEX SHIFT: NEW BASE FoR Prices 


Change in the Government’s wholesale-price index is important to many 
businessmen. 

Commercial contracts involving billions of dollars a year are tied to wholesale- 
price index. 

Index is used to influence prices by milk distributors in the Northeast, by 
many major oil companies, by the United States Navy, the Martime Board, 
General Services Administration, Atomic Energy Commission, and many others. 

New index also marks a complete change. 

It is official beginning January 1953, and thereafter. Until then the old 
index is to be used as an official base. 

Major changes in the index are these: 

Base period is 1947-49—the average for those years—instead of 1926. A 
1947-49 base is to become standard for all Federal indexes. 

effect will be to lower the index ratings, because of a higher price base. It 
may seem to disguise some of the inflation. 

For example, the 1950 wholesale price average is 103.1 on the 1947-49— 
revised—hbase, against 161.5 on the 1926—old—base. 

Coverage of commodities is broadened. New index will include 1,845 items: 
old has 925. 

New items are mostly finished goods, such as synthetic textile products, chem- 
icals, drugs, machinery. These were less important in 1926. 

Arrangement also is changed. Building materials are eltminated as a group. 
Railed from subgroups to groups are rubber, paper, lumber and wood products, 
machinery, tobacco, and bottled beverages. 
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All told, there are 15 groups and 88 subgroups in the new series, compared with 
10 groups and 50 subgroups in the old series. 

News items in subgroups include pJant and animal fibers, hay and seeds, fats 
and oils, household appliances, commercial furniture, metal containers, radio, 
TV, and phonographs. 

Weighting of the new index also is changed. Market conditions of 1947 are 
used to determine weights instead of 1929-31. Choice of 1947 was made because 
that was a year of a census of manufacturers. 

Businessmen often may find the new index more useful, because there will be 
more groups of commodities in which they are interested. 

New index also will be more stable than the old. That is because of the 
addition of so many manufactured items. Prices for these things do not change 
as much as prices for raw or semifinished commodities. 

In compiling the index, prices used are those prevailing on the Tuesday nearest 
the middle of the month. Prices are either primary spot-market prices or those 
charged by producers, 

Wholesale prices as used in the index refer principally to purchases in bulk or 
wholesale quantities, rather than to the trade level between factory and retailer. 

Weekly indexes also will be computed, based on a sample of about 10 percent 
of the items in the monthly index. 


OFFICIAL DECISIONS AFFECTING BUSINESSMEN 
NES BUSINESS RULINGS 
General Accounting Office . 

Government contracts—Comptroller General rules that a cost-plus-fixed-fee 
contracting firm may not be reimbursed for the cost of holding the company’s 
annual meeting, including the cost of printing and mailing annual reports 
(Dec. B—106305). 

Office of Price Stabilization 

Veats—Changes are made by OPS in its wholesale-price regulation for lamb 
and mutton. Most of the changes bring provisions of the order more closely in 
line with normal trade practices (CPR 92, amend. 2). 

Fuels.—OPS officials indicate that a petition for decontrol of crude-oil prices 
will not be approved. 

Copper.—Price ceilings on copper and copper-alloy scrap are extended to cover 
sales of these metals between scrap dealers (CPR 46, amend. 2). 

National Production Authority 

Zine.—All zine controls are consolidated into one order. Quarterly as well 
as monthly allocations of zinc now will be allowed (order M—9, amended; orders 
M-—15 and M-37, revoked). 

Reports.—Machine-tool dealers and rebuilders must make inventory reports on 
their used and imported metalworking machines (order M—101). 

Reconstruction Finance Corporation 

R.ubber.—RFC cuts the price of synthetic rubber 3 cents a pound, to 23 cents. 
Commerce Department 

Feports.—Office of International Trade sets second-quarter export quotas for 
refined copper, copper, brass, bronze scrap, and copper-base alloy ingots. 


NEW TAX RULINGS 
Federal courts 


Income tar.—Employee is taxable on amount received under employer’s sick- 
benefit plan that is described in office manual as providing “free benefits.” The 
benefits are held to be a gratuity, which the employee could not recover in a suit, 
and hence are not excludable from taxable income as amounts received through 
health insurance (Arnold W. Epmeier v. U. S. (USDC N. Ind) ). 

Deductions. —Court helds that paymerts made by an optician to doctors who 
prescribed eyeglasses sold by him are deductible as ordinary and necessary busi- 
ness expenses (Lilley v. Com’r (U.S. Sup. Ct., No. 158) ). 

United States Tar Court 


Family partnerships.—Valid partnership was created, for income-tax purposes, 
where father transferred one-half interest in business to irrevocable trust for 
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benefit of minor son by a deed placing in trustee full power to control the trust 
and to participate in the business as partner (Louis € Marguerite Hiserman 
(17 T. C. No. 178) ). 

NEW LAROR RULINGS 
Federal courts 


Free speech.—An employer can tell his workers that his business is so small 
that workers do not need a union to intercede with management. A court 
reverses a National Labor Kelations Board ruling that accused an employer of 
violating the Taft-Hartley Act by such a comment. The employer also was up- 
held by the court on his right to question an employee as to which workers had 
joined the union, since the court found that the employer used no threats and 
showed no antiunion bias (Atlas Life Insurance Co. v. NLRB (CA 10, case No. 
4307) ). 


National Labor Relations Board 


Need for affidavits—A union that failed to file non-Communist affidavits for 
its officers cannot use a union-shop contract to block a rival union from obtain- 
ing a bargaining election in the plant. Under a 1951 amendment to the Taft- 
Hartley Act, a union-shop agreement is not legal if the union involved has not 
complied with the affidavit requirements of the law, and thus another union can 
get an election before the contract expires (Mellin-Quincy Manufacturing Co., Inc. 
(NLRB decision No. 1—-RC-2571)). 

Ambiguous clause.—A contract provision declaring that the employer will hire 
only workers who are in good standing with the union is canceled out, NLRB 
finds, by the next clause which states that all employees would be required to 
join the union within 30 days after being hired. Therefore, since the contract is 
held to be legal, the Board allows this agreement to block an election petition filed 
by a rival union (Blackstone Mills, Inc. (NLRB decision No. 1-RC—2495) ). 


Tue WEEK IN Bustness—Zinc Due to Hit THE Trait; OTHER METALS May 
Jorn Up 


The evangelistic fervor with which industry is pressing its case for decontrol 
of scarce metals is paying off. The time may be fast approaching when manufac- 
turers’ major problem will revert from production to sales. Lead already has hit 
the sawdust trail. Zine probably will follow in a matter of weeks. Nickel, and 
even copper, is eyeing the first pew. 

This is the situation in several of our not-so-hard-pressed metals: The free 
world supply of zinc has improved so much that the International Materials 
Conference is allocating an extra 20,000 tons this quarter and may abandon 
the zine allocation system entirely before summertime. Copper stocks seem 
inadequate, but the first harbinger of an easier market is at hand—declining 
foreign prices. Restless Chilean producers, with a weather eye on the price 
slump, may hit the trail, too. Tungsten supplies have jumped 80 percent. 
I. M. C. men admit that tungsten and molybdenum production have increased 
much faster than they anticipated. However, both metals are still rated in short 
supply. Nickel output is rising, with Cuba and New Caledonia supplying the 
lift. The steel trade notes significantly, that cast-iron scrap is now going to 
hungry steel furnaces at below ceiling prices. 


KNEE ACTION IN CONTROLS 


This is the time for putting some “knee action” in aluminum controls, David P. 
Reynolds, vice president of Reynolds Metals Corp., told the Senate Small Business 
Committee last week. Said Reynolds, all signs indicate an increase of the white 
metal for civilian use each quarter “as far ahead as we can see.” Why, he point- 
edly asked, should civilian industry have to struggle along on small rations 
merely because the controls system is too rigid? Meanwhile, defense officials 
are planning to ease inventory restrictions on both aluminum and steel. 


ECONOMIC WEATHER VANE 


Steel——The Nation’s steel mills operated at 101.8 percent of capacity last 
week, a new all-time record high for the second straight week. This compared 
with 101.3 percent of capacity in the preceding week. 

Income.—Personal income in January dropped to an annual rate of $257,000,- 
000,000, according to the Commerce Department. This was a decline of $1,000,- 
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000,000 from the previous month and was due to lower corporate dividends and 
farm income. 

Wheat.—Wheat carry-over on July 1, will drop 300,000,000 bushels, predicted 
the Agriculture Department, a decline of 96,000,000 bushels from a year ago. 
This would be the highest disappearance since 1948. 

Power.—Production of electricity in the United States for the week of March 
8 was 7,496,710,000 kilowatt-hours, an increase of 10.3 percent over a year ago, 
Edison Electric Institute reports. 

Mr. Nicnors. This statement is presented by NERSICA in behalf 
of more than 100,000 roofing, siding, insulating, combination storm 
door and window and home improvement contractors doing business 
throughout the United States. These contractors are principally 
engaged in the maintenance and repair of the exteriors of homes and 
commercial buildings. 

The association is the recognized spokesman for these more than 
100,000 contractors and is the only organization representing such 
type contractors. Therefore, we speak with author ity when we sub- 
mit this statement of facts to your committee as our position in the 
matter of controls and regulations. 

Maintenance, repair and home improvements are necessary, sub- 
stantial and permanent additions to the owners investment in his 
home or property. No one buys these improvements until they are 
needed to keep the building in livable or usable condition. 

I inquire of each and every member of this committee if he has 
ever put a roof on a building unless it was leaking, insulated it or 
installed combination storm windows except to conserve fuel or in- 
stalled heating or plumbing except to comply with the modern stan- 
dards of living i in the interests of the health and safety of the oc- 
cupants. 

The importance of keeping homes and buildings of America in 
good, livable condition is of supreme consequence. 

There is no shortage of materials in the maintenance, repair and 
home improvement industry. 

There is no necessity to use any critical materials in repairing or 
maintaining a building now that there is an apparent sufficiency of, 
and contemplated relaxation for the manufacturing of metal build- 
ing material products. 

There are no labor problems or shortages in the maintenance, repair, 
and home-improvement contracting business, because unskilled labor 
is used and that is plentiful. 

The maintenance, repair, and home-improvement business should 
never have been and certainly should not be continued under regula- 
tion. 

Notwithstanding this, OPS and the Federal Resrve System have 
placed unnecessary restrictions upon the contractors and their em- 
ployees. 

These controls have compelled small-, or, as we refer to them, “tiny”- 
business men in large numbers to close their doors with consequent 
loss of work by employees. ‘These employees have, in most instances, 
been with their employers for a long period of time. The mainten- 
ance and repair business is one where it is easy to take care of over- 
aged and handicapped personnel. The major ity of these persons have 
spent a lifetime as a salesman or a mechanic in the maintenance e, repair 
and home improvement contracting business. Many are now out 
of work and on relief. 
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CPR 93, issued by the Office of Price Stabilization controls the 
“bids” or “estimates” as we prefer to call them, in the entire construc- 
tion industry. They do not control prices. Our maintenance, repair, 
and home-improvement contractors operate under this regulation. 

OPS by its recognition of “bids” or “estimates” confesses there 
is no fair or effective way to control actual prices in a business which 
is conducted entirely by these methods of arriving at a final price. 

Practical, hard-headed building @pntractors know it can’t be done, 
but notwithstanding this, OPS saddles regulations on a $30 billion 
industry whose whole existence is controlled by keen competition and 
profits accruing from a gamble or chance taking “bid” or “estimate.” 

Can you realize, gentlemen, that the only excuse the OPS could 
find for the establishing of price control for the construction industry 
was: “It’s too big to not control.” 

Never a,better argument than that, so, several hundred OPS em- 
ployees aaa 6 or 8 months to establish a useless and meaningless 
price control of an industry where there are, nor ever have been 
shortages of eves or labor, and prices are so competitive as to 
make the contractors’ mere existence a hazardous one. 

Give the maintenance, repair, and home-improvement. contractors 
relief from this unnecessary price control bondage, which uselessly 
compels them to keep a lot of reports and records. 


CREDIT CONTROL OF OUR BUSINESS IS UN NECESSARY 


The Federal Reserve System, under regulation W, has said by 
statute that the keeping of the homes and buildings of America in 
good, livable condition is of no more importance than the purchasing 
of an automobile, a deep freeze, a vacuum cleaner, a washing machine, 
or a mink coat. 

The owner cannot under the controls, make necessary repairs or 
improvements ‘keds, after his taxes are paid, he has enough money 
to make a considerable down payment and retire the balance in a 
limited number of months. 

When we had an emergency during the most stringent of wartime 
conditions, the Government recognized the importance of the main- 
taining of the homes and buildings of America in livable condition. 

The Federal Reserve System in those days required no down pay- 
ment; the War Production Board, under Order L-41, specifically 
excluded maintenance, repair, and home improvement; the Federal 
Housing Administration never required down payments; insulation, 
combination storm doors and windows and all winterizing were 
granted unusual terms by the Federal Reserve System and FHA 
during the World War II emergency, because of recognized value 
in conservation of fuel. 

Vinterizing represents almost 20 percent of all home improvement 
loans and roofing and siding account for another 21 percent. So, 
our contractors are an important segment of the mi: uintenance, repair, 
and home improvement industry. 

There never was and never will be any logical reason to control the 


maintenance, repair, and home improvement business, except where 


these might use critical materials. 
The more than 100,000 “tiny”-business men representing the main- 
tenance, repair and home improvement contracting businesses, appeal 
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to your committee that in any recommendations it may make for 
decontrols, that definite suggestions be included for the absolute 
decontrol of construction prices and credits. These 100,000 “tiny”- 
business men have an average of four employees so you can easily see 
the importance of this appeal to decontrol as of July 1, 1952, all price 
and credit controls on maintenance, re pair, 
contracting businesses. 

Before I close, I desire to say something about the general control 
situation. As a representative of the more than 100,000 “tiny”-busi- 
ness men, their families and their employees, and their families, I 
wish to emphatically say in their behalf, that they do not believe 
controls of any kind are necessary. We are living in a buyer’s market 
but unfortunately the buyer does not want to buy. This condition is 
to continue; in fact, unless we have an all-out World War ITI, 
will get worse. 

The good old-fashioned law of supply and demand is asserting 
itself again, and the only way to prepare for the end result is to let 
it take its course, which in this case would be to take all controls off 
so this law can effect it easily and quickly. 

I have never been able to figure out the Government cost-of-living 
indices but assume they are based on some formula which has seemed 
to someone to be practical—if such a colossal way of gathering and 
distributing statistics can be practical. 

I have noted that recently there has been considerable tinkering 
with the old system. I hope it proves more effective and gives us a 
truer picture. It is not too long ago that Washington planners and 
controllers were saying, that by the beginning of 1952, controls would 
have to cut deeper into civilian consumer products. They told us that 
there would a nation of civilians starved for consumer goods, includ- 
ing our own building materials. 

‘We tried to tell and show them they were wrong. They were deal- 
ing in statistics so out-of-date as to the ridiculous. We were dealing 
with figures which, so to speak, were “hot off the griddle” and used 
as of the moment rather than be permitted to shift from office to office 
for confirmations, conclusions and analyses until they finally became 
old and useless. 

Notwithstanding all these dire predictions and only a few short 
weeks after these dubious warnings, NPA suddenly comes up with 
relaxed controls over many basic materials. How could they be so 
wrong ¢ 

All that controls have done is to create short: ages, unemployment, 
waste of energy by producers of essential commodities, black markets, 
and higher prices to consumers. 

Too late the Government planners are saying: “Probably we can 
have both defense and civilian products and possibly there will be 
no real shortage.” 

Remember the hysterical outery about shortages of scrap iron and 
the outlook for rubber stocks? ‘These planners said we might lose 
the incident because of these shortages. 

A recent statement by Frank Purnell, chairman of the Youngstown 
Sheet & Tube Co., answered the iron scrap hysteria when he said: 


and ace improve ment 


If the Government doesn’t act, we’re apt to find ourselves in the ridiculous 
position of having some steel facilities, built at prohibitively high costs, idle 
for lack of orders while some of our customers still aren’t able to get the steel 
they need to stay in business. 
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As late as March 5, representatives of the rubber industry an- 
nounced possible drop in sales and profits because of too plentiful 
supplies. 

Confusion is greater than I have ever known in Government de- 
partments during my years in Washington. Now, with most of these 
predictions coming to naught, officials disagree even among them- 
selves. Mostly, I’m sure, they do not want to leave their comfortable 
swivel chairs to go home and leave the matter of controls to that old 
and mellow law of supply and demand. 

Senator Doveias. Mr. Nichols, may I interrupt there ? 

Mr. Nicuots. Yes. 

Senator Doveras. To the degree that the military requirements 
were overestimated and to the degree to which supplies have been 
found available for civilian use, which was not originally thought to 
be the case, has this not been due to the errors of the military authori- 
ties, rather than to those of the civilian authorities? 

Mr. Nicnoxs. I think so. 

Senator Doveias. The military authorities apparently requisi- 


tioned far more steel, copper, aluminum, and so forth, than could 
actually be fabricated. 


Mr. Nicnots. That is right. We did not either. 

Senator Doveas. I know you don’t. 

And they took the best estimates that they could get. Those esti- 
mates have turned out to be wrong through no fault ‘of their own. I 
am not even blaming the military in this respect, but I do want to 
point out that I think it is quite fair to keep criticism from upon their 
shoulders, on this point. 

Mr. Nicuors. I agree with you with regard to NPA. I cannot 
agree with you wholly on OPS and its regulations. 

“In closing this, I want to say that there is so much twisted and 
warped difference of opinion about our economy and its future that 
statistics are misleading and predictions extremely hazardous. I pre- 
fer to use the business press of this country to substantiate my conten- 
tion that there are no shortages in most of the every-day items in use 
and therefore no reason to control what actually in many instances 
are surpluses. 

In the past 10 days, I have taken the trouble to clip headlines from 
the principal New York dailies and from business papers. I read 
every daily and business paper I can buy. Like the great philosopher 
Will Rogers “I only know what I read in the newspapers.” I sincere- 
ly believe the newspapers express the thinking and the feelings of the 
people better than any other medium. 

Therefore, I have turned to the headlines of the newspapers to sub- 
stantiate our opposition to further controls and with a feeling that 
you and your committee in all fairness will consider them as the 
“voice of business”—yes, in fact, “the voice of the people.” I give them 
to you as proof positive of the real and true position of a great many 
industries and businesses, many of them staggering under useless, sta- 
tistical reporting burdens to Government departments who then do 
nothing about them except to try to disprove their correctness. 

Mr. Nicnors. I agree with you, sir. 

Senator Doveras. And, therefore, it is not quite fair is it, to 
blame OPS and NPA and DPA for these facts. It is primarily a 
great military error in estimating, is that not true? 
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Mr. Nicuoxs. Well, of course, I cannot tell you whether that is 
true or not. I would say that NPA should have used a little discre- 
tion in the figures which were presented to them for the needs which 
were apparent at that time. 

Senator Dovenas. I think the figures were correct, on the assump- 
tion that these quantities would actually be produced, and without vi- 
olating any security classification, what has developed is that program 
has not progressed to the degree that was originally planned and 
therefore, much less these vital raw materials have been consumed for 
military purposes and hence, have created larger supplies for the ci- 
vilian market. 

I was simply putting in some defense of the civilian agencies on 
this point. I do not think it was necessarily their error. 

Mr. Nicnots. Well, Senator Douglas, we told them we thought they 
were over-estimating and we tried to point out to them that it would 
be a period of years before they could possibly get to the use—I be- 
lieve it is 24 months or some long figure—before the first piece of alumi- 
num is made, before it finally gets into the wing of a plane, and by 
that time there would be so much aluminum read and available, that 
there was hardly any use to use these figures as of the present, which 
certainly they knew within the future. That is what I meant by this 
remark. 

Senator Douerias. They were told by military authorities that these 
quantities were necessary for national security. No one wants to in- 
terfere with national security. 

As Al Smith so ably said once, “Let’s look at the record.” 

Here they are hot off the press: 

“Materials fight looms for civilian markets.” 

“Civilian ‘squeeze’ believed averted.” 

“United States held able to lift output by 5 percent yearly.” 

“Industry men and United States officials agree present supply of 
metal will cover needs short of full-scare war.” 

“Aluminum parley cool to expansion—Existing program seen ample 
to meet all foreseeable needs up to 1960.” 

“Rubber industry sees drop in sales, profits—Lower prices on nat- 
ural rubber, auto cut-back expected to hold dollar and unit volume 
below record earning level achieved in 1951.” 

“More cut-backs seen by print-cloth mills—One large producer is 
reported withdrawing from weak market.” 

“Record set again in sugar volume.” 

“Controls on housing, commercial, highway, school projects re- 
laxed.” 

“Sellers pressing hard for orders—Rock bottom’ turns to sand as 
spinners’ prices fall further.” 

“Metals market mood shifts as supplies ease.” 

“Wholesale fuel oil off.” 

“Better aluminum supplies forecast”’—A Government expert told 
Congress today. 

“Prices firming here despite slow sales and slump abroad.” 

“Furniture makers’ orders in January dropped 29 percent below 
like 1951 month.” 

“Price-cut wave hits freezer fare: Packer competition roughens— 
Orange juice price is halved.” 

“Pittsburgh business drops.” 
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“Tumbling eggs may land on price floor soon.’ 

“Solvents, shellac quiet and easy—The price ited continued down- 
wi ard.” 

“General Electric Co. reduces refrigerator prices—Trade circles at- 
tribute action to slow consumer demand for appliances.” 

“Sixty ships going back into lay-up.” 

And, by the way, this morning, that has been increased to 130, I see 
by the press. The Government reported there were 130. 

The Cuarrman. W hy are they going to lay them up 

Mr. Nicuots. I guess there isn’t anything’ to put in them. I do not 
know why. 

The Cuatrman. They are spending a lot of money to bring a lot 
more out. 

Mr. Nicnots (reading). “Sharon Steel Corp. will shut down two 
open-hearth eso because of poor market conditions.’ 

“Trend still downward—Sensitive commodity price indices and 
general price indices are pacing one another on declines that now 
have been under way for about a year.’ 

“Viscose pr ice cut expec ‘ted to follow shortly.’ 

“Extra steel rations of 10 percent will be handed out by Govern- 
ment.’ 

“Steel production set record last month.” 

“Sales heavy here at leather show—Low inventories, sharp price 
drops cited.” 

“Shoe output rise soon to aid leather sales—Ample raw material 
supplies.” 

“Butter to be sliced to 79 cents a pound.” 

Copper could join the easing trend in metals sooner than many 
people think.” 

“Meat prices are weighed down by heavy production.” 

“Shortening prices sag despite declining production.” 

“Ham and eggs aren’t on the Government ,price-support list—Egg 
and pork prices have been extra weak lately.’ 

“Wine buyers too weak to support a price rise.” 

“Garlic growers seek a higher tariff to stem import inroads.” 

“Stores wind up year with sales off up to 10 percent.” 

NPA to release more cadmium.” 

“Adequate wood-pulp supply seen. Prices expected to remain 
steady. 

“More competition seen in Midwest oil market. The supply this 
year will rise faster than needs.” ; 

“Supplies are good in durable items.” 

And the biggest headline of all— 

“Kefauver puts Truman to rout.” 

The people of New Hampshire were not necessarily voting against 
Truman or for Kefauver. They were voting against continuation of 
controls, regulations, and the power of Government to direct their 
living at a time when there is no emergency. 

Members of this Congress can well think about that last headline 
when consideration of further controls is offered them. 

Thank you. 

The Cuarrman. Those newspapers you read, they have comics, too, 
do they not? 

Mr. Nicuors. I beg your pardon. 





Sa 


on, 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1081 


The Caairman. Don’t they have a page of comics 

Mr. Nicuors. No. The Wall Street Journal, The New York Jour- 
nal of Commerce, and the New York Times do not have comics. 

The Cuarrman. They didn’t all come from those two papers; did 
they ? 

Mr. Nicuors. No; from all New York papers. 

The Cuaman. Some of those things I do not think the Wall Street 
Journal would have printed. 

Mr. Nicnors. I assure you I have the headlines and I can send 
them to you. 

The Cuatrman. I question that. 

But, when you read down in the articles, sometimes the articles 
do not agree with the headlines. That is what confuses me. Now 
your last one is on Kefauver’s victory. 

1 thought we were talking about the control bill. 

Mr. Nicnots. I say the biggest headline of all is that “Kefauver 
puts Truman to rout.” 

The CHarr ~~ What is that? 

Mr. Nicnoxs. I said that the people of New Hampshire were not 
necessarily aco for Truman or Kefauver, but were voting against 
continuation of controls, regulations, and the power of Government 
to direct their living at a time when there is no emergency. 

Members of this Congress can well think about that last headline 
when consideration of further controls is offered them. 

Senator Doveas. Since you have introduced this last and intro- 
duced the name of Senator Kefauver, I think you will know he was 
one of us that stood with us for a ood price-control law, all credit 
to him. 

Mr. Nicuors. That is all I had to say, Senator. Perhaps some of 
them seemed to be a little bit foolish, Senator, but I do think those 
headlines point out very clearly that there is a surplus. And what is 
the use to control when there is a surplus ? 

The Cuarrman. There is no doubt about certain things being in 
surplus, but on the other hand, equally there is no doubt about the 
fact that certain things are pretty tight. 

If the military had gone into the program properly, we would not 
have $54 billion worth of unexpended defense funds over here now 
that have not been used. 

Mr. Nicuors. That is right. I am only saying “I told you so.” 
That is what we told them. 

That is what we tried to tell them over at NPA, but they would 
not believe it. 

It did result in a great deal of discomfort for many small businesses 
who were dependent upon the maintenance, repair and home improve- 
ment in building some homes. 

The Cuamman. There is no doubt about a lot of small-business 
men being hurt because of lack of allocation. There is no doubt about 
that. 

Are there any eee questions ? 

Mr. Nicuots. I do hope you will do something for us. We have 
not had any business to be controlled. 

The CuHatrman. Of course, there are quite a few around here who 
want something done. 
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Mr. Nicnots. I suppose you have heard that before, haven’t you, 
Senator ? 

The CuairMan. We appreciate your testimony. 

Are there any further questions? 

Mr. Nicnoxts. Thank you for your courtesy. 

The Cuarrman. Mr. Garey? 


STATEMENT OF JAMES B. CAREY, SECRETARY-TREASURER, CON- 
GRESS OF INDUSTRIAL ORGANIZATIONS, ON DEFENSE PRODUC- 
TION ACT 


Mr. Carey. I am James B. Carey, secretary-treasurer of the Con- 
gress of Industrial Organizations. 

With the permission of the chairman and members of the com- 
mittee, I would like to make the statement a part of the record and 
then read excerpts from it in order to conserve time. 

The CuarrMan. I understood you wanted to testify this afternoon 
because you are leaving the city 

Mr. Carey. That is right, for Minneapolis. 

The CHarrman. We are very happy to have you here. 

Mr. Carey. Thank you. 

It would be an error to think that the need for an effective over-all 
stabilization program is past. 

Prices have remained high. In recent months, they have moved 
sideways. Seasonal declines of some prices—foods for example—have 
been offset by upward movements of other prices. 

There is no sign of immediate, over-all price softness in the economy. 
And there are dangers on the road ahead. 

The threat of Communist aggression persists. Even now there are 
rumblings in Indochina and elsewhere. An international incident 
may set off new price pressures. Have we forgotten the effect of the 
Chinese intervention in Korea on the economy—when wholesale prices 
rose 7 percent in 3 months from November 1950 to February 1951, and 
when the Consumers’ Price Index increased more than 4 percent in 
that same period ? 

In those 3 months—while we were waiting for the price control 
mechanism to be established—prices zoomed upward under the im- 
pact of a buying spree, speculation, and profiteering. 

Price relationships became distorted. And when price control was 
finally established, there were no roll-backs. We are still suffering 
from the effects of those price rises. 

We have not completed the military build-up. Defense production 
and expenditures are scheduled to rise in 1952—although at a slower 
pace than anticipated. 

And they are expected to remain high through the following year. 
Peak levels of the military build-up are still ahead of us. 

The CaarrMan. We have heard they are way behind. 

Mr. Carey. And they are scheduled to rise in 1952. 

The CHamman. Of course, because we are going to appropriate 
more money to augment what has not been spent. 

Mr. Carey. And they are expected to remain high during the fol- 
lowing year period. 
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Senator Scuorpret. The Congress did give them a law that they 
were dragging their feet on, for a good many months, is that true? 

Mr. Carey. In terms of military build-up. 

Senator Scuorrre.. No, in terms of these controls and roll-backs. 

Mr. Carey. We thought the law was defective as I will show in my 
testimony. 

Senator ScHorrre.. Congress did give them a law that they were 
slow to implement. 

Mr. Carey. We would not want a repetition of what happened be- 
fore. We felt that in 1946, OPA was destroyed too early and it resulted 
in price increases. We are also slow in establishing the mechanism of 
the OPS. And in doing so, we were frozen. 

We froze into the price structure additional price increases. 

Senator SonorrPe.. I grant you that is correct, but we did give 
them the machinery and it has been reported to have been said that 
many members of organized labor groups were placing that responsi- 
bility on the doorstep of Congress, which I do not think is fair, because 
we did give them a law that they could have operated under, had they 
moved out. 

Mr. Carey. Well, there is a question, sir, as to whether or not the 
administration of the law, must come before the enactment of the law. 

Organized labor is critical of the lateness in the application of a 
system to meet the problems of our economy. 

We are now definitely concerned as to whether we will have a repe- 
tition of what happened in 1946, when we gave in to the pressures of 
decontrol. 

Now, Senator Benton was good enough to include in the record of 
March 11, the results of the dpening of that campaign in a meeting in 
Chicago, just held recently. 

That reminds us, Senator, that in 1946, there were also meetings 
held under the auspices of the National Association of Manufacturers. 
And in fact, the testimony of the NAM would indicate their success 
in destroying the defense of the American consumers. 

They gave to us a list of all their activity. It so parallels the ac- 
tivity of this meeting which was held in Chicago. Could I read from 
this letter, the President’s report of the NAM dated June 25, 1946? 
It reads as follows: 

We realize that prices might go up temporarily if price controls are eliminated. 
We also knew that the public was strongly in favor of extending price controls 
without restrictions. At first businessmen, even though their production was 
being stifled by price controls, were reluctant to testify for industry at the House 
hearings on OPA. By the time of the Senate hearing, however, NAM’s vigorous 
campaign had raised such a public question about the desirability of OPA that 
Senators were overwhelmed with requests by industry to appear in opposition. 
Thus NAM’s willingness to fight industry’s battle was the action which really 
broke the ice and kept OPA from being extended unamended for a period of a 
year. 

We remember what happened, and we fear the same thing will 
happen 

Senator Benton. Mr. Chairman, may I make a comment and ask 
the witness a question ? 

The Cuatrman. You may ask him a question; yes. 

Senator Benton. I well remember this instance in 1946 because 
Ambassador Bowles was then serving as Economic Stabilizer. I re- 
member his acute embarrassment and my acute embarrassment because 

96315—52—pt. 2—8 
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the advertising agency which ran all of the NAM advertising was the 
one that he had retired from in 1935 and I in 1941. They reiterated in 
full page advertisements all these statements and more similar state- 
ments that Mr. Carey has just read. 

Do you recall in line with the previous question of Senator Schoep- 
pel that our 1950 act implicitly and perhaps—although the question 
was never settled at law—legally bound the administration to try vol- 
untary controls before governmental controls were imposed ¢ 

Mr. Carry. Yes; the law itself, as we read it, required voluntary 
controls. 

Senator Benron. Was that not one of the major reasons for the 
delay in putting in the controls? 

Mr. Carey. That is one of the reasons. An additional reason was 
the fact that there were campaigns engaged in, not only to try the 
voluntary controls, but also to oppose any other kinds of controls con- 
tending 

The CuarrmMan. Let me say this as chairman, and I think you will 
agree with me, Mr. Carey, that it is a fact that there was voluntary 
control and the administration never even asked this committee for 
price and wage control. They are the ones that suggested voluntary 
control at first and they are the ones who suggested certain things, 
but they never asked us. 

Mr. Bruce came down here and testified and others came down here 
and testified, we put controls in, but in justice to us they did not ask. 
1 am not saying the law is perfect. There are some mistakes in the 
law and there are some parts of the law I did not vote for. I did the 
best I could do. 

Senator Bricker. There is no requirement in the law that the 
administration must use voluntary controls before they put in the 
actual controls at all. 

The CHarrman. But they did not ask us. 

Senator Bricker. I know that is true, but we put it in and in that 
provision it says they may use them if in their discretion they desire. 

The Cuarrman. I voted for a stronger law than we got. 

Senator Benron. That is true, but in the next provision following 
the provision which says they may use voluntary controls, as I recall 
the law, the next provision says “after voluntary controls have been 
tried, then and in that case,” and so forth. 

I have had legal opinions given me that that bill was read as calling 
for voluntary controls. 

The Carman. I am not going to repeat what went on between 
me as chairman and the administration, but the administration did 
not appreciate some of the things I tried to do to make a stronger law 
in 1950. For one thing they did not appreciate Mr. Baruch coming 
down here. 

Mr. Carry. The consumers do not make this fine distinction between 
Congress and the executive branch of our Government and the point 
I am making is that when we did have effective price controls in this 
country a campaign was engaged in under the auspices of the National 
Association of Manufacturers to call for decontrol, the elimination. 

The Crairman, I did not have anything to do with that but I know 
that such campaigns were conducted. 
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Senator Ben‘ron. Mr. Chairman, may I read this line from the law 
for the benefit of the distinguished Senator from Ohio? The second 
section, (b) 

To the extent that the objectives of this title cannot be attained by action 
under subsection (a)— 

Subsection (a) is voluntary controls. 

Now, you naturally cannot live up to any such a proviso unless you 
tried the voluntary controls first. 

Senator Bricker. They never did try it. It was never tried in any 
instance. 

Mr. Carey. During the fall of 1950? 

Senator Bricker. No, not after this law was passed. Cite me one 
instance. 

Senator Benton. They were relying on the voluntary—— 

Senator Bricker. Cite me one instance where they used it. 

Senator Benton. They were relying on the voluntary controls with 
the false hope that things were going well in Korea. 

Senator Bricker. There were certain voluntary controls in the 
Department of Commerce prior to the passage of this law, but I know 
of no instance where the administration tried any voluntary controls 
or even hinted at them after this law was passed. There may have 
been, but I do not know about them and I would like to have them 
cited. 

Mr. Carey. There was an effort made by the Mobilization Chief, 
Charles E. Wilson, to bring about voluntary restraints and he made 
several speeches and there were reams of newspaper releases issued. 

Senator Bricker. But that was just simply calling upon industry. 

Mr. Carey. But that, sir, describes as well as you can what volun- 
tary controls mean. 

Senator Bricker. No, voluntary controls that we had in mind were 
the controls system operated under the Department of Commerce 
in the early days, long before this law was passed, on the allocation 
of steel, the voluntary allocation of steel. 

Mr. Carey. Made largely of appeals to the patriotism of the people 
to ask them not to make a quick dollar. 

Senator Bricker. No, the appeal was to the industry and to the 
people of the country after Korea. 

There was never any effort to put into effect, that I know of, and 
certainly none was ever put into effect, of a voluntary allocation on 
the part of any department of Government, or of any industry, prior 
to the enactment of the price and wage rule section. 

Senator Benton. Does the Senator recall when the automobile peo- 
le made their presentation to us a year ago? They pointed out, at 
feast it seemed to me, that the reason they had not raised their prices 
when it was legally possible for them to do so was their volunt: ary 
agreement to hold their prices down. 

Senator Bricker. There was no agreement, was there? 

Senator Benton. That is my recollection. 

Senator Bricker. I think the facts ought to be ascertained. 

Senator Benton. That is my recollection of their contentions last 
year when they were making their presentation individually to mem- 
bers of the committee for changes in the law to permit them to raise 
prices because they had failed to do so during this period. 
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Senator Bricker. That was outside of any Goverfment program 
of any kind or character. 

Senator Benton. My understanding was that not only the auto- 
mobile people, but certain other industrial groups had voluntarily, 
in association with the Government administrators responsible, agreed 
to hold down prices without any controls. 

Senator Bricker. Was there any voluntary program such as we 
had in the Department of Commerce on the allocation of steel? 

Senator Benton. Not to my knowledge, no. 

Senator Bricker. That is my point. 

Senator Benron. I was referring to price control, Senator. 

Senator Bricker. That is what the committee had in mind. I know 
we discussed it in conference thoroughly when the section was enacted. 

Senator Capenart. Mr. Chairman, for whatever it is worth, I think 
the facts are, and the history is, that the President and the Admin- 
istrator, when we first took up the matter of a Defense Production Act, 
were opposed to price and wage controls, and the President wrote a 
letter to this committee to that effect, which I placed in the record. 

The facts are also that the automobile industry, I think on Decem- 
ber 3, increased their prices and the President called them to Wash- 
ington and told them he would rather they would not and they did not. 

The facts also are that Mr. Wilson, whom Mr. Carey just referred 
to, did not become a member or did not join the Government, I think, 
until about December 15. At least it was in December. 

The facts are also that the law was passed on September 6, 1950. 

The facts are also that some of us tried to freeze prices as of mid- 
night on June 30, which I think would have been the wise thing to 
have done. 

Now, we did not increase prices on midnight June 30. We passed the 
act on September 6. The President did not freeze prices and wages 
until January 26, 1951. There was some effort made to hold prices 
through a voluntary arrangement and the automobile companies are 
one example of an industry that did. 

Then on January 26 prices were frozen and from the beginning of 
Korea to January 26, prices went up very, very materially. 

Since that time in many instances they are lower today than they 
were then—in fact in most instances the are lower today than they 
were on January 26. I think that is the history and those are the facts. 

Mr. Carey. In what respect, Senator, are prices lower now than 
they were at January 26, 1951? 

Senator CapeHart. I think many of them are, Mr. Carey. 

Senator Dovetas. Mr. Chairman, I would like to read from a state- 
ment by Mr. Eric Johnston, whom I believe we all know to be an 
eminent Republican, page 519 of the Defense Production Act hearings 
of last year where he stated as follows: 

The Defense Production Act has directed the President to encourage voluntary 
action by business, agriculture, labor and consumers to hold inflation in check 
and to use direct mandatory controls only to the extent that voluntary methods 
couldn't do the job. The voluntary approach was tried almost immediately and 
in December pricing standards were issued as a guide to all sellers. They were 
asked to keep their prices within these standards. They were asked to notify 
this agency of any necessary pending price increases and to give ESA an oppor- 
tunity to review them. 
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Then he goes on. I will skip two paragraphs. 


In other words, only about 6.5 percent of those suppliers played ball; in the 


2 months following the Chinese intervention the prices of basic commodities 


advanced more than 10 percent. In addition to all the other factors pushing 
prices upward, it was a brand new one. 


And then he goes on to say: 
At January 26 we clamped the freeze on prices and wages. 


I would not have introduced this myself had it not been for the 
statements by my distinguished colleagues on this point. 

Senator Bricker. That was not what the committee had in mind or 
the Congress had it mind when they passed that bill at all. 

I think you were on the conference committee, were you not, Senator 
Douglas? 

Senator Doue.as. I was not on the conference committee. 

Senator Bricker. I thought you were. 

Senator Doueias. No. But I thought section 402 referred not only 
to allocation of material, but to prices. 

Senator Bricker. We had in there what was done originally in the 
voluntary allocation program, that there be a meeting, that there be a 
contract, there would be an understanding and it ‘would be in the 
jurisdiction of one of the departments, whatever it might be, and that 
was never done. 

Senator Dove.as. Just for the sake of the record, section 4 deals 
with price and wage stabilization. That begins on page 9 of the act, 
section 402 (a) and (b) under section 4. Section 402 (a) urges vol- 
untary action and (b) says that if you could not realize the objectives by 
voluntary action then you a move by mandatory action. 

This is not sections 1, 2, or 3; this is section 4 dealing with price and 
wage controls. . 

Senator Bricker. I was referring to the pattern that we had and 
there was nothing officially done except a request. 

Senator Benton. Will the Senator let me make one further state- 
ment here that I think bears on that, because I happen to think this 
background is very important and does shed a lot of light on the 
problem. 

The chairman of our committee, in his advocacy of this bill on 
August 10, 1950, said on the floor: 

Under these measures the first reliance is placed on the voluntary self-restraint 
and discipline of consumers, industry, and agriculture. I wish to impress upon 
the Senate the fact that the first thing we did was to suggest the voluntary self- 
restraint program which is contained in title I 


I recently read the President’s communications on this subject and 
I think the Senator from Indiana misinterpreted them because what 
he said was: 


Do not hold up other kinds of controls that are urgently needed, and at once, 
while you wait for legislation, on wage and price controls, please give us at once 
the authority to put in allocations and other kinds of controls and do not hold 
them up. 

But he never said he did not want wage and price controls. He ex- 
pected the wage and price controls to come along later. What the 
Congress chose to do at that time was to enact the whole thing as one 


package. 
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Senator Carrnart. The letter is in the record and what he said, if I 
remember correctly, was, “Do not hold these things up, but if you 
want to give me a stand-by control it will be perfectly all right. I do 
not think we will need it.” And that was his position in the press at 
the time and that was the inference in the letter. 

Senator Benton. I do not believe the record shows that the Presi- 
dent was against the need for wage and price controls, but he did not 
want any delay whatsoever on the enactment of other controls. 

Senator Bricker. Did you read Mr. Keyserling’s testimony ? 

Senator Benron. I would not say that I did. 

Senator Bricker. Does the Senator contend that the President has 
to try voluntary controls before he will put in price and wage 
controls? 

Senator Benron. I would contend three things, Mr. Chairman. 
First, that the lawyers working in the administration interpreted the 
two provisions I have read as ‘making the trial of voluntary controls 
necessary, and indeed the will of the Congress, in addition to the state- 
ment of the chairman about the bill on the floor. 

Secondly, there is no doubt that things looked as if they were going 
very well in: Korea during the fall or e: early fall of 1950, and this did 
make the administration, in my judgment, more hopeful that compul- 
sory controls could be avoided and it added to the intensity of the 
pressure from the business groups who were advocating the avoidance 
of compulsory gov ernmental controls. 

Senator Bricker. That is the only reason the provision was put 
in there. 

Senator Benton. There was misjudgment by everybody about the 
seriousness of the problem in Korea. 

Senator Bricker. It was not a mandate to the administration that 
“vou have to do this thing” and “then determine that that fails 
before you can put in price and wage controls.” 

Senator Benton. I have been assured, and it may be of interest to 
the Senator of Ohio, because I did not know it before, that the legal 
opinion given the administrators at that time was that it was a 
mandate. 

Senator Bricker. The impression was that they had the intent of 
Congress in doing it. 

Senator Benton. Your bill says in this key section, title 3, when your 
bill says “to the extent that the objectives of this title cannot be at- 
tained by voluntary controls,” that sounds like a mandate even to the 
fellow who is not a lawyer. 

Senator Bricker. But the first section says that the President may, 
and that was done for the reason that the administration had not re- 
quested price and wage controls, so the committee wanted to comply 
with their request, gave him this authority to exercise voluntary 
controls if he could. 

Senator Benton. If you read the first section by itself, I would 
agree with you. When you add—but you do not read it by itself— 
you have to add this first sentence of the following section. 

Senator Bricker. I would like to differ with your legal conclusion 
from a lawyer’s standpoint. 

Senator Frear. The acting chairman of this has no reason to call 
this debate to a halt at all, but perhaps we should ask the witness 
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if he would like to go on and then we can debate later in executive 
session if we see fit later. 

Mr. Carey. The testimony of the CIO was for effective price control 
in 1946. It was also for effective price control when the Defense 
Production Act of 1950 was under consideration. However, we 
recognized as a result of the campaign to decontrol in 1945 and 1946 
by the NAM, the following results came about : 

The consumer’s price index increased about 6 percent in the month 
of June 15 to July 15, 1946, as the old OPA bill expired. 

The increase in that 1 month cost each family in the United States 
an extra $240 a year for the same goods and services. 

We see in this present campaign to decontrol an effort to bring about 
another entry of price increases that will result in serious injury being 

rendered to all the housewives in America. 

The strains on the economy will be undoubtedly less than was antici- 
pated when scheduled defense targets were considerably higher than 
now planned. But the strains have not been eliminated. Defense 
expenditures will be relatively high and military requirements will 
still have first call on tight metals. 

Under these circumstances, the upward rise of a few prices may set 
off a new wave of inflationary pressures. A violent eruption in the 
Far East or Middle East may start a buying spree. 

An over-all program of anti-inflation controls is needed—not for 
the sake of controls themselves, but for the protection of the Amer- 
ican people and of the national economy. The existing price control 
authority should be strengthened, rather than weakened. The direct 
controls over prices, rents and wages should be augmented by alloca- 
tions and priority authori ity, adequate credit control, an equitable tax 
structure and a savings program. 

The underlying principle of an effective stabilization program must 
be equitable treatment of all groups in the civilian population. Such 
a program should be kept in effect at least until defense production 
and expenditures begin to taper off. 

Inflation in the period ahead would be an injustice to the American 
people. Economic instability on the home front would further distort 
relationships among our economic groups. It would sap the morale of 
our people. 

There has been no equal treatment of all groups in the civilian 
economy in this mobilization effort. An undue share of the burden 
has fallen on the workers and on low-income families generally. 

There is the possibility now that a gross inequity may be added to 
existing inequities. It has been proposed that the Congress decontrol 
prices while wages remain under control. 

This proposal smacks of class legislation. It would lift the inade- 
quate controls from business, but the burdens on workers and low- 
income groups would remain in effect. 

Senator reamame Mr. Carey, you say that it has been proposed 
that the Congress decontrol prices while wages remain under control. 
I do not believe there has been any such testimony, has there ? 

Mr. Carey. It was held in Pittsburgh under the campaign that is 
generally going on, they speak in terms of eliminating OPA. 

Senator BENTON, That i is in Chicago. 

Mr. Carry. Yes, sir. 
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Senator CarrHart. The National Manufacturers Association testi- 
fied here I think on Friday and they were for eliminating both wage 
and price controls. 

Mr. Carey. Yes, sir. We cannot rely too much on the public testi- 
mony of the National Association of Manufacturers. 

Senator Carrnart. I do not believe there has been any testimony 
for price controls without limiting wage controls. If there has, I 
would like to know who it was who testified to that effect. 

Mr. Carey. The campaign is being organized. 

Senator CareHart. I am sure this Congress or this committee would 
never consider decontrolling prices without decontrolling wages. 

Senator Benton. I am glad to hear the Senator say that. I con- 
gratulate him. 

Senator CareHart. I am certain that that is true. I do not think 
anyone ever had any such thoughts. 

Mr. Carty. The campaign I refer to, sir, calls for elimination of 
controls on production. “Shortage of production brings high prices,” 
and “OPS must go.” 

There is no question about what the Senator says that if price 

controls are eliminated, wage controls should likewise be eliminated. 

Senator Caprnart. I was speaking of the witnesses we have had to 
date. Many of them have been for decontrolling prices and wages 
and eliminating the whole thing. 

Mr. Carry. There are those apparently, who would play a political 
game with the living standards of the American people. They seek 
decontrol now—in this national election year—in the hope that an 
ensuing wave of price rises will embarrass the administration. And 
they know that a dism: intled price contral machinery cannot be rapid- 
ly built up again, especially in the heat of a political camapign. 

I do not believe that the American people will fall for such a piece 
of chicanery. I am confident that political tricksters, who represent 
big business profiteering pressure groups, will be recognized by the 
Congress for that they are. 

The decontrol pressure groups cloak their campaign with high- 
minded sentiment. But we know the big business and big food proces- 
sing associations who are behind it—such as the group that met in the 
Crystal Room of the Hotel Sherman in Chicago on February 28 for 
the purposes of killing OPS. 

Who are these selfless fighters for the public interest—these men 
of valor who would do away with OPS because it attempts to control 
prices¢ The current decontrol groups sound familiar. We remember 
them from the days of 1946 when they succeeded in killing OPA and in 
setting off an inflationary wave. 

Decontrol now may be followed by inflationary pressures. A new 
wave of price rises would cut further into the living standards of most 
families. Only profiteers would benefit from the reappearance of 
daily price boosts. 

There can be no justification for wage controls unless prices are 
controlled.. The present structure of economic controls is already 
inequitable. The end of any semblance of price control—without the 
elimination of wage control—would be a gross inequity. Passage by 
the Congress of a price decontrol amendment to the Defense Produc- 
tion Act would remove the last vestige of any basis for wage control. 
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To date, wage stabilization has held down wage advances. In his 
recent testimony before the Joint Committee on the Economic Report, 
Wage Stabilization Board Chairman Nathan P. Feinsinger showed 
that wage increases have been held down by the board and that they 
have been relatively smaller than in a similar period of World War 
Il. 

From June 1950 to February 1951, before wage stabilization got 
under way, the average monthly increase in adjusted hourly earnings 
of manufacturing workers was 0.89 percent. In the 9 months of wage 
stabilization, from February to November 1951, the average monthly 
increase in adjusted hourly earnings of manufacturing workers was 
held down to 0.36 percent. In an equivalent 9-month period of the 
War Labor Board—October 1942 to July 1943—the average monthly 
increase was 0.59 percent. 

Wages have lagged somewhat behind prices in the period examined 
by Mr. Feinsinger—from Korea to November 1951. They are tied 
down by contractual agreements—most frequently for 6 months or 
more. Two major hurdles confront workers who seek wage adjust- 
ments—the employers and the Wage Stabilization Board. The cost- 
of-living wage increases, permitted by the Board, merely permit 
workers’ wages to catch up with price rises that have already taken 
‘place. There is a delay of several months, at least, before the lag 
Socwai prior price increases and wages can be narrowed. 

To keep wages under control—with prices freed from any control— 
would be completely one-sided and discriminatory. Price decontro] 
would permit business to determine prices on the basis of economic 
forces, without Government intervention. If that is done, then 
wages, too, should be determined by the free play of economic forces. 

Selective decontrol of the prices of certain commodities would be 
inequitable without the decontrol of the wages of workers who pro- 
duce them. The wage-price tie-in of the act made it practically 
unfeasible to place selective controls on key commodities whose prices 
were rising sharply after Korea. In considering price decontrol, it 
would be inequitable policy to permit the partial elimination of 
price controls without ending wage controls in decontrolled industries. 

Why the clamor for price decontrol ? 

The pressure for legislative decontrol comes from two business 
groups interested in the same thing—higher prices. First, is the group 
whose ability to gouge the public is restrained by OPS ceilings. Their 
game is an obvious one—they want decontrol so that they can raise 
their prices without violating the law. 

The second group is composed of those whose ceiling prices are some- 
what below OPS ceilings. Let us withdraw controls, they say, at 
least for those goods whose prices are soft. They, too, seek higher 
prices. 

Soft market prices are largely the creations of public-relations men. 
There is an attempt under way to hoodwink the American people into 
believing that the high prices they pay are low, in reality. This 
propaganda, emanating from the swank offices of the publicity experts, 
is an insult to the intelligence of the consuming public. 

Senator Scnorrret. Mr. Carey, do you not think that some of these 
people who have posted their prices—and I grant it is under the 
competitive necessity of the thing—that are under ceiling prices, are 
entitled to some credit in that they have reduced their prices. That 
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has been testified to here by a host of industries and a lot of small 
people in a lot of these areas? They cannot all be charged with being 
Insincere in their motives 

Mr. Carey. I am not suggesting, Senator, and have not in my testi- 
mony, that the members of “industry who reduced their prices should 
be charged with the acts that I have accredited the people who are 
attempting to decontrol prices. Now if the price ceilings are higher 
than the actual prices, you do not find any need of changing the price 
structures. 

Senator Scnorpre.. I may grant that, but to leave the implication 
that they are a part of a sort of a—you did not use the word “con- 
spiracy” but a scheme on this thing, I think it is going too far and I 
totally disagree with you. 

Mr. Carry. Senator, I used the word “conspiracy. 

Senator Scnorrrer. I know you did. I was not paces to be so 
harsh with you. I do not think you meant that. 

Mr. Carry. I used the word “conspiracy” as it applied to the cam- 
paign of the NAM in 1946, and I used the word as it applies to the 

campi ulgn to now decontrol prices. 

Senator Scuorrret. Well, I do not agree with you, sir. 

You have some people in here who are just as honest as as high- 
minded and fair as you are, and I accord you the right to defend your: 
organization. I would not give a nickel for you if you didn’t. 

You have not been able to convince us, and you have not sold us on 
the idea that they are the part of a conspiracy. 

I think your statement would be strengthened and I think you would 
be fair to a great segment of the economy of this country if you gave 
them credit for finding under competitive situations and the supply 
situation, that they were forced to reduce prices, are selling under the 
ceiling prices. 

Mr. Carry. We distinguish between those who reduce their prices 
and those who are using prices below these all-too-high ceilings that 
exist. 

Senator Scnorrre.. But they did not set those ceilings. 

Mr. Carry. Well, sir. who set the ceilings ? 

Senator Scuorrret. The authorities set those ceilings. 

Mr. Carry. The authorities set the ceilings based on what was de- 
manded and secured by the seller of the goods, There were no roll- 
backs, and those ceilings were high then, and they are still high. 
And the only difference betweey the prices now and then is their re- 
lationship to an artificially established ceiling. Whether it is set by 
OPS or whether the ceiling is set by the employers. But the fact is 
that the prices paid by the housewives for these commodities are so 
high that it is scandalous. 

Senator Scnorrre.. but there are still a lot of them under OPS 
ceilings in a lot of cases and in certain areas—o not hold me too strong 
to the proof because I would have to go out and do some checking 
on it. I have been told that it does give some justification for, in certain 
areas of the country, those prices being held to ceiling, as a matter 
of fact practically industry-wide in a lot of other sections of the coun- 
try, they are not selling up to ceilings, and some of them as much as 
35 and 40 percent under ceilings. And yet it gives those people who 
want to take advantage of it, maybe i in isolated areas, the opportunity 
to say, “Well, this is the lawful price I can charge, and that is what 
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you have to pay,” and I think it works an injustice. I think there 
should have been a flexibility there within a cn range. That when 
it was remaining underneath the official ceiling prices established, 
that it should have been reestablished at lower ceiling prices. At least 
it would not have given the opportunity for some of these people who 
were selling to say, Ow ell, this is the lawful price that we can get, and 
we are chi: arging it. 

Mr. Carey. Senator Schoeppel, the testimony you hear is quite dif- 
ferent from the testimony I hear. When we take the OPS price ceil- 
igs that were established, we take commodities such as fuels, lumber, 
metals, chemicals, and machinery. We find that 84 percent of them 
are at ceiling. ‘Twelve percent are slightly below it, and only 4 percent 
are significantly lower. 

We find that ‘96 percent of basic wholesale goods are pressing the 
ceilings established by OPS. So this soft market that you hear so 
much testimony about, does not conform to the facts confronting the 
housewife in America. It does not conform to a worker trying to 
buy a home or a worker trying to have a home repaired or does not 
conform to anyone engaged in buying these goods. 

I contend, sir, that these soft markets you hear so much about in 
the testimony presented to this committee is largely the figment of 
the imagination of some publicity experts. And we say it is a con- 
spiracy to fool the American p eople. 

Senator Scnorrren. Then, in that case, the charts brought in here 
by representatives of food industry and the food processors, I would 
hate to think that they were part of a conspiracy and that they were 
giving us some false calculations. They say they are official. They 
hack them up as vigorously as you do. So what are we to believe in 
this thing, then, if your statements are true ? 

Senator Benton. Will the Senator yield for just a moment ? 

Senator Scuorrrer. I yield. 

Senator Benton. Were you here when Governor Arnall testified ? 

Senator Scuorpre.. I certainly was. I was here at the beginning, 
and I was here when he finished. 

Senator Benron. His charts bear out these figures that the witness 
has just given us. 

Senator Scnorrren. And were you here this afternoon, Senator 

Jenton / 

Senator Benron. No. 

Senator Scnorrret. When one of those figures was challenged by 
the furniture people here this afternoon, which is a matter of record. 

Senator Benron. I do not doubt but what there is a difference 
of opinion about these figures, and I would suggest to the witness 
that there are two other factors which I think would affect Senator 
Schoeppel and the attitude he has given you. First, there is not any 
doubt that a lot of businessmen sincerely come in here because they 
hate the forms and the red tape and the paraphernalia that goes along 
in their dealings with the OPS, and secondly, I feel that many of them 
are sincere in their genuine dislike of having to get involved with 
the Government about anything in connection with their business, 
even if it does not affect the prices. 

To that extent, some of these men come in perfectly sincere. Often 
they only see the picture from the narrow facets of their own particu- 
lar business. 
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Mr. Carry. There was a time in American history and in fact in 
the labor movement, when you found Jabor leaders denouncing their 
Government. But you find today that most of the denunciation of 
the Government is done by these business leaders. 

Senator Benron. There is no doubt about it. 

Mr. Carey. They spend practically all their time denouncing their 
Government, and they do not carefully distinguish between Congress 
or the Senate or the House or between Democrats and Republicans. 

Senator Benton. They buy advertising to do it. 

Mr. Carry. So if you have a labor leader saying something nice 
about an agency of the Government or quoting the figures of Ellis 
Arnall—and the figures I used, I quoted the man who was approved 
by Congress for that position, it is because these figures do tally 
with the figures we have, that we get from our own members. 

Senator Scuorpren. I agree with you, and I have a great regard for 
Ellis Arnall, who was Governor of Georgia when I was Governor 
of my State. I think you will get a more realistic approach to this 
thing from fellows who view it as Governor Arnall says he is viewing 
it, and I am willing to commend him a thousand times over. But I 
do take sharp disagr eement with you, Mr. Carey, and I do it in a most 
friendly way. I do not believe and I will never believe that some of 
these fellows who have come before this committee, some of these 
smaller groups, are conspirators, linked in a great conspiracy to do 
some of the things that you have said and I just do not believe that 
that is quite fair to them. 

Senator Benton. I think they could be conspirators and not know it. 
I think that is the frame of mind in which some of them come in. 

Mr, Carey. It is a difference of opinion. I think there is a con- 
spiracy being engaged in to destroy effective price control, and if 
Senator Schoeppel wants to differ with me, I hope we both live to see 
what happens. 

All I know is that we sat through it before, we appeared before a 
Senate committee, we presented our testimony, and our people suffer 
the consequences. And then we sat before a Senate committee arguing 
who was responsible because we did not have effective price control 
at a time when it would do good. 

Now, Senator, as I see it, there is a conspiracy on, as labor views it, 
against effective price control today. 

Senator ScHorrret. You cannot accuse me of it. 

Mr. Carry. No, sir; but I also say that those who suffer the penalties 
of the results of such a conspiracy. 

Senator Scnorrret. When I sat in this Congress, when Korea broke, 
T happened to be one who believed that all prices and wages and 
everything else ought to have been frozen. do not think that I 

can be charged with too much radicalism now about decontrolling or 
suspending some controls, when I was advocating back there when I 
had a lot of your people say I was crazy, in my own State, for saying 
we ought to freeze prices and wages and everything else when Korea 
hit. I took a leaf out of the book of World War II and World War I, 
when I saw these prices pyramid out of sight. But those in authority 
when we gave them a law, right or wrong, in my humble opinion, and 
it is only my personal opinion—they delayed too long in realistically 
facing up and moving out. So I do not want to have that charged to 
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the Congress. We did give them a law to operate under and I want to 
point it out and pin-point it in this record. 

Senator Moopy. I do want to say that Congress wrote a law which 
is a better one than is in effect now but it did not write it between 
July land September. There wasa delay there, and there was a delay 
as 1 remember, in the appointing of an adequate organization to carry 
it out because it was dificult to get men. There certainly was a delay 
on the part of Congress and on the part of the executive, both, in im- 
posing price control. Would you not agree to that? 

Senator Scuorrren. There was, but there was too great a lag after 
we gave them a law—when nobody in charge of the administrative 
machinery moved out. We gave them a law to move out on and right 
or wrong they did not. 

Senator Carenart. This chart that is being used here as a study, I 
hold i in my hand, and it only goes up to December 15 ), 1951, which is 

3 months ago. See p. 155, pt. 1.) 

Senator Benton. Is that one of Mr. Arnall’s charts? 

Senator CapeHart. Yes, and there has been a lot of softening in 
prices since December 15, 3 months ago. The chart shows 96 items of 
course that there has been no decrease in. I will not take the time to 
readthem. Then it shows 32 items at 0.1 to 0.9, and then 16 items from 
0.1 to 1.9, and 9 items from 2 to 2.96, and then there are other items 
10 percent and over. 

This says “Classification of Consumers’ Price Index items by per- 
centage, decrease in prices, from 1951 high to December 15, 1951.” 

That is 3 months old. 

Mr. Carey. Senator, our prices at retail level are continuing to go 
up and the last announcement of a cost-of-living index was higher 
than it has ever been. It may be possible that it may operate on an 
even plateau in the next figure to be announced, but it is true that the 
last Department of Labor, Bureau of Labor Statistics, announcement 
as of January 15 announced about the 23d day of February, was higher 
than it has ever been. 

Senator Benton. And further, something could happen tomorrow 
that could shoot it up a matter of several points. 

Mr. Carey. That is the point. If you demobilize the price-control 
machinery as we demobilized our military forces, following what hap- 
pened in the so-called peace that was brought about, we may face a 
more expensive situation than if we maintain price controls and 
strengthen our price-control machinery rather than weaken it by de- 
control. Most prices—both wholesale and retail—are at OPS ceilings 
or very close to them. Only a small number of market prices are 
significantly below their ceilings. And those prices are soft only in 
relation to extremely high OPS « ceiling prices. 

It would be well to reemphasize here what Director of Price Stabil- 
ization Ellis Arnall has already told this committee : Of the wholesale 
prices of basic goods such as fuels, lumber, metals, ete and 
machinery, 84 percent are at their peak of ceiling, 12 percent are 
slightly below it, and only 4 percent are iaiticatly lower. These 
goods—in which 96 percent of all prices are at their ceilings or pushing 
hard against them—compose over half of all transactions in primary 
or wholesale markets. And these prices are eventually reflected in the 
cost of the defense effort and in the commodities bought by consumers. 
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As regards retail prices, 96 items accounting for 58 percent of the 
Consumers’ Price Index were at their 1951 peak levels last December; 
186 items which are 91.9 percent of the Consumers’ Price Index were 
either at their peaks or less than 10 percent below. Only 17 items 
priced by the Bureau of Labor Statistics—and accounting for 9.1 
percent of the index—were 10 percent or more below their 1951 high 
points. An examination of those 17 items reveals that 14 of them are 
subject to seasonal fluctuations and higher prices can be expected when 
the seasonal factors change. 

Yet, these comparisons “hardly tell the whole story. For they com- 
pare current ceiling prices with unconscionably high peak levels. In 
the Journal of Commerce of March 10, 1951, Edward F. Phelps, Jr., 
Director of the Office of Price Operations of OPS stated: 

It is true that a number of soft markets have apparently developed throughout 
the food industry, although many of these so-called soft markets are soft only 
in relationship to very high ceiling prices. 

Price ceilings are high because OPS has failed to bring them down. 
And they are high because of the law’s loopholes and booby traps. 

Slight price declines for some consumer goods reflect a subsiding of 
inflationary pressures. They indicate the impact of inflation and high 
taxes on the buying power of the majority of American families. But 
it would be self-deception to believe that the danger of further pres- 
sures on prices is no longer with us. 

Markets that permit selling prices to move down somewhat below 
high OPS ceilings should be no argument for decontrol at this time. 
Instead, they should indicate the need for careful scrutiny of OPS 
ceilings and the rapid establishment of tailored price regulations. 

The elimination of controls will not aid the industries now suffering 
from a low volume of sales. The end of controls will not boost sales 
in those industries. But decontrol will permit business to raise prices 

whenever it desires. And it will mean the dismantling of at least 
parts of the OPS machinery. 

Even the Wall Street Journal has felt impelled to pierce the smoke 
screen of falsehoods set up by those who seek decontro]. An editorial 
in the February 28, 1952, issue of that paper stated: 

When market prices are below ceilings, the ceilings are in effect suspended, 
whether the law says so or not. In such circumstances, a ceiling prices is doing 
nothing for the poor consumer. For that matter, it is not hurting the seller 
either. For the rule of the market place is that you cannot get more than you 
can get. 

There is a real danger of a cantagion of decontrol. Selective decon- 
trol of the prices of several commodities will probably spread through- 
out the economy. 

The decontrol of a few, selected prices will open the entire control 
set-up to strong attack. Industry groups—whose prices are still under 
control—will undoubtedly demand to be freed from controls, too. Po- 
litical pressure for wider decontrol will be added to industry pressure. 
And those pressures will spread as will violations of price-control 

regulations. 

Under such circumstances, price-control enforcement would inevit- 
ably become chaotic. The OPS staff would be tied up with the decon- 
trol issue—fighting a retreating action. Its morale would be 
undermin ed and an experienced personnel would start looking for 
other jobs. As the control mechanism deteriorates, the clamor to end 
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what would be largely fictional control would grow in volume and 
strength. 

Once the catagion starts, it will lead to an epidemic and probably to 
collapse. Partial decontrol may well lead to an avalanche of 
decontrol. 

The Wall Street Journal—no organ of CIO or labor opinion— 
pointedly announced in its Washington wire column of February 29, 
1952: 

A Senate committee starts hearings on controls next week. World War II 
experience shows that once the decontrol ball starts rolling, it can snowball fast. 

We can remember only too well how selective decontrol in the last 
half of 1945 and the general retreat from firm price control policy 
in early 1946 demoralized OPA and opened it up to the all-out attack 
engineered by the NAM. The decontrol legislation passed by Con- 
gress in the summer of 1946 was the last straw. By the fall of that 
year, there was a final collapse of the stabilization program. 

It would be well for those who talk of selective decontrol to fact up 
to the real problem of complete decontrol. If we can learn anything 
from the experience of 1946, we should realize that the control ma- 
chinery cannot last long after the floodgates have been opened, even 
if the opening is a narrow one at the start. 

Decontrol now would be dangerously wrong. You do not scrap the 
fire department because the first blaze has been put out. To embark 
on a price decontrol policy at this time would be to disarm ourselves 
economically speaking. 


EFFECTS OF POST-KOREAN INFLATION 


Although there has been a lull in price pressures since last March, 
the inflation: ry price level has become frozen into the economy. De- 
spite declines from their post-Korean peaks, wholesale prices in Jan- 
uary were 13 percent above the month of the start of the Korean war 
and the spot commodity index was almost 22 percent higher. As of 
mid-January 1952, the Consumers’ Price Index was over 11 percent 
above June 1950. 

The basic stabilization law—the Defense Production Act—was in- 
adequate from the start. An effective over-all stabilization of the 
economy was impossible under its provisions. ‘The Congress failed to 
provide the Government with adequate authority to curb inflationary 
pressures, 

In amending the law last July, the Congress made it more difficult 
than before to control retail food prices effectively. In areas unde1 
rent control, it permitted automatic rent increases up to 20 percent 
above June 30, 1947, plus any increases since the base date that were 
based on major repairs. The attempt to control beef prices effectively 
was undermined. And new procedures for obtaining price boosts 
were granted to business—to a significant extent, the hands of OPS 
were tied. 

There has been no equality of sacrifice under the economic controls 
established by the Congress. Business has been granted assurances 
of higher ceiling prices ‘if markets get tight. Uppe r income and busi- 
ness groups have special advantages under the loopholes of our tax 
legislation. The special privilege ‘of accelerated de ‘preciation granted 
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to industry makes possible the writing-off of much of the new plant 
and equipment in 5 years, instead of the normal 20 or 25 years. 

For workers and low-income groups, the impact of rising living 
costs and increased taxes has meant losses in buying power. Millions 
of families have been compelled to reduce their living standards. 
Many more have been priced out of the markets. 

Before the price freeze of January 26, 1951, prices moved up daily. 
Even at present, prices can rise almost at will, as a result of the many 
loopholes in the Defense Production Act. But wages are tied down 
by contractual obligations. And wage increases are subject to nego- 
tiation with employers and approval by the Wage Stabilization Board. 

There are no loopholes and special privileges to cushion the full 
impact of rising prices and taxes for workers and low-income groups. 
In contrast with the advantages granted to business and upper-income 
families, workers and their unions are compelled to attempt to nego- 
tiate wage adjustments with employers and then, to go through the 
lengthy, complicated procedures of the Wage Stabilization Board. 

These inequities have already affected the national economy. If 
permitted to continue—or if these inequities are aggravated—they 
may well undermine the consumption base of the economy. Yet in- 
creased buying power in the hands of the people is necessary to buy 
the rising output of the expanding civilian economy. 

Gains in money wage rates have been eroded by the high levels of 
prices and taxes. Increased taxes have eaten into take-home pay. 
Price rises have cut the buying power of take-home pay still further. 
Some groups of workers have seen their living standards reduced 
substantially. 


The buying power of the average weekly take-home pay of manu- 


facturing workers has begun to sag. Bureau of Labor Statistics 
figures reveal that net spendable average weekly earnings of manu- 
facturing workers with three dependents have moved, in 1950 dollars 
from $57.43 in June 1950 to $56.43 in November 1951 and $57.40 in 
December 1951, when the average workweek rose almost 1 hour. Net 
spendable average weekly earnings of manufacturing workers with 
no dependents, in 1950 dollars, have declined from $51.54 in the month 
the Korean war started to $49.24 in November 1951 and $50.19 in 
December. Per capita disposable personal income in constant dollars 
has also shown a slight deeline from the fourth quarter of 1950 to 
the fourth quarter of last year. 

The handling of credit controls has been likewise inequitable. The 
job of curbing bank loans to business has been under a so-called policy 
of vountary restraint, supervised by members of the financial insti- 
tutions themselves. But the extension of consumer credit—used by 
most low-income families—has been rigidly controlled by the Federal 
Reserve Board. 

Last year the Congress limited the Board’s authority to control 
consumer credit. Now there is a request to return to the Board its 
former full authority to keep consumer credit under control. Is the 
purpose of this request to place stricter controls on consumer credit— 
at a time when there is great difficulty in moving inventories of many 
types of consumer durables? . 

Credit control is an important method of curbing inflationary pres- 
sure. But the Board's policies have neither adequately nor equitably 
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controlled the extension of loans. Consumer credit has been held 
down while business loans have risen. 

I interrupt to express the appreciation of the CIO for what the 
committee did last year with respect to regulation X. 

The Cuairrmman. The law was all ogra the workingman who had 
to have an automobile to go to work, as far as I could figure. 

Mr. Carry. I want to indicate our appreciation for what the com- 
mittee did and also hope that the committee will continue to take 
that same sound position. 

The Cuarrman. It will be my position to take it, Mr. Carey, be- 
cause I think it will be the right thing to do. 

Mr. Carey. I notice that the Evening Star, Washington, D. 
February 23, had the headline “First regulation X year hit lower in- 
come groups hardest.” 

Senator Benton. What was that? 

Mr. Carry. That the first regulation X year hit lower-income groups 
hardest. 

It goes on to explain that there were a lot of buildings established 
that year but they were for the upper-income groups in the form of 
homes. 

In fact, the agency itself said in their release: 

Relatively more larger and higher priced houses were built, and the percentage 
of buyers with incomes of less than $400 a month decreased. 

Senator Moopy. Do you think the two regulations X and W hit 
the small consumer because he cannot raise the down payment and 
cannot make the purchase at all? 

Mr. Carey. It is a form of rationing based on the theory, if you 
have the money in your pocket, you can buy it. 

The Cuamman. As Mr. Carey has stated, the regulations that the 

Federal Reserve had were far worse than what the committee itself 
wrote. 

Senator Moopy. We wrote them last year but they did not put them 
into effect. 

The Cuamman. They had most of the workers in television scared 
out. 

Mr. Carey. Commercial, industrial, and agricultural loans reported 
by weekly reporting Federal Reserve member banks reveal relative 
stability from March through July 1951. But such loans have in- 
creased since August. By last January, these business loans were 10 
percent above their level for March 1951. 

Consumer installment credit, on the other hand, has fluctuated some- 
what in the past year. Its level in January 1952 was slightly below 
the December 1950 inflation peak. 

The request to return unlimited authority over consumer credit to 
the Federal Reserve bank should be flatly refused. There is no reason 
why consumers should have any faith in the same Board that turned 
over the policing of commercial credit to the banking community. 
The theorists of this Board have revealed no understanding of con- 
sumer needs, nor have they indicated an ability to handle consumer 
credit control on a flexible basis. 

Consumer credit controls are inherently discriminatory against 
lower-income groups. They should be flexible and truly selective, 
aimed at curtailing actual inflationary pressures—in cases where goods 
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are in short supply relative to demand—rather than aimed at depress- 
ing consumer goods industries. 


RENT CONTROL 


Last year this committee stated that after thorough hearings on the 
need for further rent control the— 
evidence presented to the committee left no doubt whatsoever that there exists 
a very serious housing shortage in a large number of communities, particularly in 
areas around reactivated and expanding Military Establishments and areas to 
which large numbers of workers are migrating because of increased work in 
defense plants. 

Amendments to the act were adopted providing for the institution 
of rent control in areas designated as having serious housing shortages. 
A complex system of designating housing shortage areas Was organ- 
ized. Some 20 Government agencies make studies and reviews and 
somehow find frequent reasons for failing to designate areas. I am 
sure that every member of this committee has had some experience 
with the so-called Critical Areas Committee experience which shows 
the impracticality of having to review every aspect of Government 
policy before an area w hich needs rent control is designated as 
“critical.” 

The delays became so serious that the CIO national housing com- 
mittee chairman, Walter Reuther, sent Mobilization Director Charles 
E. Wilson a telegram on September 13, which stated in part: 

Strongly urge personal intervention to break the boitleneck of confustion re- 
garding designation of critical areas for purposes of establishing rent control 
under provisions of Public Law 96, approved by the President, July 31. Though 
the Congress enacted this law at our urging that its provisions were immediately 
necessary, 40 days have expired and no action has been taken on any area. 

Subsequently, the Critical Areas Committee designated its first 
few areas and has maintained a trickle of designations ever since. But 
despite repeated requests, it has avoided designations for vital produc- 
tion centers, such as Milwaukee, Wis., Tulsa, Okla.. and Oakland, 
Calif. 

The Critical Areas Committee has failed to serve the purpose for 
which it was appointed. Its first chairman, Ralph Kaul, resigned in 
protest. The director of the rent office has publicly criticized the 
failure to achieve the purposes for which the committee was estab- 
lished. 

Bureau of Labor Statistics figures on rent show the very substan- 
tial rent increases In communities where rents have not been controlled. 
The rent index of the Consumers’ Price Index (1935-39 equals 100) 
shows the following for a small sample number of cities: 

Senator Benton. Are these critical cities? 

Mr. Carrey. These are noncritical areas, sir. 

Birmingham, Ala., November 15, 1951, 200.3; Houston, Tex., 
November 15, 1951, 169.9; Milw aukee, Wis., November 15, 1951, 168.6; 
Savannah, Ga., January 15, 1952, 167.5; and Los Angeles, Calif., 
November 15, 1951, 164.4. 

In sharp contrast, the index for New York City is at 117.8, and for 
Washington, D. C., it is 126.1. Both of these cities are under local 
rent control. 

Rent control is essential if we are to hold down the cost of living. 
Families in uncontrolled areas have seen their rents go up without re- 
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straint. This trend cuts into living standards, and it makes economic 
stabilization an impossibility. 

The Cuairman. I read what you had to say about rent controls. 
You felt that they should be applied where there is an emergency. 
We have given them authority to do it. What you are saying is the 
same as Mr. Reuther said to Mr. Wilson. 

Mr. Carey. I bring this to the agencies for the purpose of requiring 
them to comply with the law. 

The Cuarmman. The Critical Areas Committee has many requests 
down there to designate critical areas. 

Mr. Carey. They told me, when I asked about certain places, that 
it would be 30 days before they could finally make a decision. Now, 
that is what they told me, Mr. Chairman. 

The CuamMan. There are many places that want to be designated 
critical areas, but they have to justify these findings of fact. Some 
places want to be put in as critical areas and they have not done it. 
I can only speak personally. We did not make a tour of the critical 
areas of the United States, of course; but I went down to the Savannah 
River project, where conditions are pretty bad. Senator Capehart 
and several administrative assistants and members of the statf went 
down there, and I think they will agree with _ at you said. I think 
Mr. McMurray would agree with ‘what Mr. Carey says about the 
situation in California. “But when I ask about an area they say it 
takes about 30 days to look into the application and get it processed. 

I note that in the telegram from Mr. Reuther. 

Senator Benron. Does the chairman know how many areas have 
been declared critical under this law ¢ 

If I understand the witness, he feels the committee has not func- 
tioned properly. 

The Cuarrman. As I recall, the number of critical areas designated 
under Public Law 139 was something approximating 150, and approxi- 
mately 100 under Public Law 96. 

As you know, Mr. Carey, the designation of “critical” under Public 
Law 139 permits only more liberal ‘credit terms and possible aid for 
community facilities and so on, whereas under Public Law 96 the area 
can be put under rent control. 

Mr. Carey. I would like to testify, in 80 days, despite all the many 
applications for the designation of areas as critical, there were two in 

30 days. In the last 30 days the finally found two that needed the 
designation of critical. 

Senator Benton. And there have been about 100,000 applie ations 
since the act was passed. 

The Cuairman. I have asked for the explanation on many occasions. 

Senator Benron. Do you know how many there should have been, 
with the intent of the Congress properly carried out by the com- 
mittee ? 

Mr. Carey. There are 250 areas that must be designated as critical 
to carry out the intent of Congress. Now there are more than 250, but 
there are 250 to carry out the intent of Congress. 

Senator Benron. There are many in my State. Every industrial 
State has many, many areas that should be on this critical list. which 
have not been made critical areas by this committee. I wondered if 
you analyzed it on a national basis. 
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Mr. Carry. We have a housing committee who analyzed it on a 
national basis. 

Senator Benton. You do not think they could have done better 
than 40 percent of what they should have done ?—100 against 250. 

The CruarrMan. It was less than 100. It was 26 as of the Ist 
of February. 

Mr. Carry. Mr. Goodman tells me 34 were designated. 

The Cuatrman. Mr. Goodman, will you come up. 


STATEMENT OF LEO GOODMAN, CIO HOUSING COMMITTEE 


Mr. GoopMan. There were 34 designated before this act was enacted, 
and there are now about 120, so that the difference has finally come 
through, but most of them are small communities around military 
camps. Pr ‘actically no industrial areas have been designated. 

The Cruamman. When you speak of industrial areas, naturally the 
law says “defense industrial areas.” 

Mr. GoopmMan. Yes. 

The Cuatmrman,. And if they are not defense industrial areas. today, 
they would not be getting the copper, steel, and aluminum. 

Mr. Goopman. That is correct. 

Senator Benron. We were talking about Topeka, Senator Schoep- 
pel. Was that made a critical area? 

Senator Scuorrrer. Yes; it was recently. The chairman and my 
fellow members will recall when we had these other hearings we were 
constantly trying to prevail upon the Defense Department and these 
related groups to get in to this committee the areas that they were 
going to move into, anticipating this would be these tight housing 
supply situations. 

Senator Benton. Your facts on Topeka last year make me re- 
member it and make me think it is a good case study of what we were 
talking about at the industrial level. 

Mr. Scuorrrer. The city of Wichita was one of them. 

The Cnatmman. When we had the opportunity here last year to 
do these things properly, we sort of got sidetracked by appropriations. 
With all due respect and regard for the House, let me say I think 
they cut it to $600,000. I tried to get it back to $1,300,000 so it would 
be properly handled, but there again I got beat on something that I 
thought should be done. 

Senator Moopy. I would like to ask Senator Schoeppel, if I may, 
whether he thinks it would have helped in the case of Topeka if the 
law had said that any community that requested to be included under 
rent control could be without going through this complicated 
procedure. 

Apparently from your statement here, it was the Pentagon, some- 
how, that held up this declaration that the community wanted ; 
that right ? 

Senator Scnorrre.. In a number of instance, I will say to the dis- 
tinguished Senator from Michigan, we were unable to obtain infor- 
mation as to what the next move of the military would be. Reactivat- 
ing these bases in such towns as Topeka and Wichita, where they 
took over the airport and put a new Army Air Force installation 
in there—an added impact upon the community. We were trying 
to get those agencies to give us an indication as to where they were 
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going to go, to the greatest possible extent so as to permit those com- 
munities, or the authorities in those communities, then, to take the 
proper hone to make the proper application to the agency, to have it 
declared a critical area 

The Cuarrman. In all fairness to the local community, when they 
asked to be declared a defense area, along with that designation goes 
a certain priority on housing, and they ‘could not very well ask for 
rent control alone. 

Senator Moopy. The only thing which I was speaking of, where 
if the community obviously, upon its own motion and in line with 
local rights and States’ rights, wanted to be controlled, both credit- 
wise and rentwise, under the present law, can they doit? No. They 
have to go through a « ‘omplic ated procedure ; do they not ? 

The Caiman. No, if they just wanted to put on rent control, I do 
not think the machinery would be so complicated. The local com- 
munity can put it on. But if you are going to get the allocations 
for taaal materials for the building of houses, along with rent con- 
trol, then you have to go through this machinery to see where the 
steel, copper, or bathroom fixtures might be obtained. 

Senator Moopy. They have to do that to get the material; that is 
true. 

The Cuatrman. And the liberal mortgage terms they want, too. 
The local community can put rent control on; yes, sir. 

Senator Moopy. Under the Federal system ? 

The Cuamman. Yes, sir. The city of Detroit can do it tomorrow 
morning. 

Senator Moopy. Well, Detroit already has it. 

The CuairMan, I just used that as an illustration. 

Senator Moopy. I was wondering why, in that case, Topeka or some 
other town has not put it on. 

The CHarrman. | do not know the answer, but I do know this: That 
what Mr. Carey says is corret ; that they have not done it. 

Senator ScHorrPer. Answering the Senator from Michigan, with 
reference to these areas that I know something about, they were 
contending that if this impact by reason of the new military installa- 
tions came they would want housing, community facilities, critical 
facilities released and relinquished into those areas until those condi- 
tions were met. 

Therefore, we were confronted with the situation in those local 
communities of having difficulties develop. They fought it, but in the 
main it had to be referred to this committee that had to make certain 
findings with reference to all phases of it before they would relax the 
controls on critical materials to be projected into those communities 
to meet those impacts. I personally have felt, felt at the time and 
still feel, that we had a tremendous lag there that was aboslutely unfair 
to a lot of those workers and plants in those areas. They did not have 
the housing facilities on the ratio of prices that they should have been 
entitled to. 

Mr. Carey. I would suggest that this committee review the opera- 
tions of the Critical Areas Committee and its cooperating agencies, 
for the purpose of requiring them to comply with the intent of the law. 

The designation of critical areas, both’ milits ary and defense pro- 
duction, should be clarified. The ability of a local committee to 
decontrol in the face of a designation by the Mobilization Director and 
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Secretary of Defense should be restricted to those cases where a signifi- 
cant vacancy ratio can be shown. 

Rents charged by the Government as a landlord should be under the 
same controls as any other segment of our economy. And the ability 
to adjust rentals in Government housing should be subject to the same 
reviews, the same conditions of maintenance, and the same standards 
as are required of those parts of the real-estate industry which are cur- 
rently under regulation. 

The Congress should take advantage of its opportunity to amend 
the Defense Production Act to give us real price control. The law 
should be extended for the next 2 years—the period of the scheduled 
mobilization effort’s greatest strain. The act should be strengthened ; 
loopholes should be plugged; inequities should be eliminated. 

The Capehart amendment, which allows manufacturers and proces- 
sors to pass through to consumers all cost increases up to July 26, 
1951, should be repealed. This cost-plus procedure disrupts price 
control. It is a guaranty to business that prices may be increased 
whenever market conditions permit. Under conditions of market 
pressures, it converts OPS into an agency of inflation. 

Some 5,000 requests for Capehart price-ceiling increases have al- 
ready been filed and many have been put into effect. 

This pass-through provision established a sky-high floor under 
prices. It is unnecessary. There are other provisions in the act that 
require OPS price ceilings to be generally fair and equitable. 

The Herlong amendment, which guarantees pre-Korean_ per- 
centage mark-ups to wholesalers and retailers, should be repealed. 
This provision takes up the price-boosting process where the Cape- 
hart amendment ends. It pyramids increased manufacturers’ ceilings 
into much greater ceiling-price increases at the wholesale and retail 
levels. 

On many commodities the excise-tax increases of last November 1 
have been passed through to consumers on a Herlong percentage mark- 
up basis, compelling them to pay more than the excise-tax increases 
themselves. This provision permits wholesalers and retailers to make 
a profit from consumers for collecting excise taxes. 

The Capehart amendment, in combination with the Her long amend- 
ment, allows pass-throughs all along the price pipeline to the con- 
sumer. These provisions are price-rising guaranties to business. 

The Butler-Hope amendment, which ‘prohibits the establishment 
of slaughter quotas for meat packers, should be repealed. This pro- 
vision makes it extremely difficult to control beef prices. It prohibits 
the Government’s attempt to channel the flow of livestock at a normal 

rate to regular licensed slaughterers. It undermines the price-control 
program and denies to OPS the most effective control against black 
markets in beef. 

This provision may not pose a serious problem at the moment, for 
the supply of beef going to the market is ample. But when sea- 
sonal factors change and if price pressures develop, or if the strike 
threat of the cattle feeders materializes, this provision may well dis- 
rupt any attempt to control the cost of living. OPS must have the 
authority to use slaughter quotas if it is to do its job properly. 

4. Retail food prices cannot be controlled effectively under the act’s 
current provisions. 
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The amendment which provides that no ceiling on an agricultural 
commodity may be established below 90 percent of the selling price 
on May 19, 1951—section 402 (d) (8)—should be repealed. This 
provision establishes an unreasonably high floor under food-price 
ceilings. Many foods at 90 percent of May 19, 1951, prices are con- 
siderably above both current parity levels and market prices. 

The act also provides that no ceiling on an agricultural commodity 
may be set at less than the highest price during the period from May 
24 to June 24, 1950—section 402 (d) (3). This provision likewise 
makes effective price control impossible, since the May 24—June 24, 
1950, price for several foods is above both parity levels and markei 
prices. This provision should be eliminated from the act. 

The CIO believes now, as it has in the past, that farmers are en- 
titled to parity prices for the products they produce and sell. We 
endorse the provision of the act which requires that no ceiling on an 
agricultural commodity be set at less than the parity level. 

The only practical method for controlling retail food prices ade- 
quately, and guaranteeing parity prices to farmers, is through a sub- 
sidy authority such as was used during World War II. 

The act should be amended to grant OPS authority to use subsidies 
in order to control the retail prices of essential foods whenever such 
prices show a tendency to rise sharply. Food prices, the basic factor 
in the cost of living, cannot be controlled effectively without authority 
to use subsidies. 

5. The act makes it impossible for OPS to require grade labeling of 
price-controlled goods. It restricts the use of measures to control the 
quality of goods under price control. It prohibits OPS from at- 
tempting to protect the continued production and sale of low-priced 
goods. 

The act should be amended to protect consumers against the deteri- 
oration of the quality of goods and the elimination of low-price 
products. OPS should be granted authority to require grade label- 
ing or price-controlled products, to use measures for the control of the 
quality of goods under price control, and to attempt to guarantee the 
production and sale of low-price goods. 

6. The act should be amended to authorize the Government to place 
margin, down payment, requirements on purchases in the commodity 
markets where futures in raw materials are bought and sold. 

Senator Moony. If that is not being done, whereas there is a regula- 
tion—— 

The Cuarrman. I am not sure that is not being done, but the Sec- 
retary of Agriculture has the right to put up whatever margin he 
wants to upon wheat, corn, cotton, or oats. 

Mr. Carry. I do not know whether there is authority in the present 
law. 

The Cuarrman. Not inthis law. It isin the Agricultural Act. 

Senator Moopy. I am sure it was not in the law we passed last year. 

The Crarrman. I said it was not in the Defense Production Act. 
It is in the Agricultural Act. 

Senator Moopy. I understand. 

Mr. Carey. Such margin control over the commodity markets 
would tend to hold down the amount of trading in raw materials. 
It would tend to keep raw material prices from skyrocketing again, 
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in the event of new buying sprees, as they did after Korea. If we can 
keep down raw-material prices at the very start of inflationary pres- 
sures, the spread of those pressures throughout the economy can be 
curbed more effectively. It is essential for an adequate price-control 
program that raw-material prices be kept from shooting upward as 
occurred from June 1950 to February 1951. 

The Defense Production Act, the basic stabilization law, should 
be strengthened without delay. The current international and eco- 
nomic lull permits us to strengthen our defenses. There are dangers 
on the road ahead. We cannot afford to weaken ourselves and to 
play into the hands of the Kremlin. The buying power of the con- 
suming public, incomes, and savings must not be undermined. An 
over-all economic stabilization program, based on the principle of 
equal treatment of all groups in the civilian population, is urgently 
needed for the next 2 years of the military build-up. 

The CuatrrmMan. Gentlemen, are there any further questions 

Senator Benton. Mr. Chairman, I would like to congratulate Mr. 
Carey upon his statesmanlike presentation. 

I was talking at lunch with Mr. Putnam about types of statements 
congressional committees recently learned to expect from the CIO, 
and the AFL, and the long-range constructive and statesmanlike 
qualities in these statements. This is the second year in which Mr. 
Carey has come up here and has been one of the finest witnesses before 
this committee. 

I congratulated him last year, and I am glad to have the opportunity 
to do it again this year, and hope I can do it again. 

Mr. Carey. Thank you. 

Senator Moopy. I also feel that Mr. Carey has made a very con- 
structive statement. 

I was unable to be here for all of your statement, Mr. Carey, because 
of another hearing that is going on, I am sorry to say, but you men- 
tioned the efforts to tear down price control. 

Have you put anything in the record this afternoon regarding 
the efforts that were made to tear down price control at the end of 
the last war? 

I think if you will look at the charts showing increases in prices, 
you will see that there was a steady price structure held while con- 
trols were on, but that they were removed prematurely, so that before 
production had a chance to get up there was a very sharp increase 
in the months succeeding the removal of controls. 

I am sure you, like I, do not feel that the economy should be per- 
petually controlled, but that there is a matter of timing in all these 
things, and it struck me, while you were testifying on the efforts 
to have controls destroyed at this point—at a point I might say, 
where we have not yet reached the maximum impact of military 
production—there is a certain parallel between what is being under- 
taken now and what was undertaken successfully in 1946. 

Mr. Carry. I would like, Senator, if I may, to offer for the record 
this letter. 

The Cratrman. Without objection, anything you desire to place 
in the record, either now or until next Friday, you may do so. 

Mr. Carey. This letter comes to me as a request I made of the 
secretary of the National Association of Manufacturers. 
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(The letters referred to follow :) 


NATIONAL ASSOCIATION OF MANUFACTURERS, 
New York, N. Y., January 10, 1947. 
Mr. JAMES B. Carey, 
Secretary-Treasurer, Congress of Industrial Organizations, 
Washington, D.C. 

Dear Jim: In reply to your letter of January 7, I am enclosing herewith, 
as per your request, a copy of the president's report to the member companies 
of the NAM dated June 25, 1946. This is an actual copy of the complete report. 

Sincerely yours, 
NOEL SARGENT. 


A RECAPITULATION OF ACTION 


A brief condensation of the high spots of action taken by the association 
against the three roadblocks—price controls, ineffectual labor laws, and wasteful 
Government spending—from January 1 through May 31. 

National advertising: 6 ads in 2,778 daily and weekly papers, reaching 230,- 
164,000 readers, plus 247,936 reprints mailed for poster use. 

Broadcasts: 26 over national networks and 18 over local stations, plus 13 
regularly scheduled ABC programs, 87 weekly issues of Briefs for Broadcasters 
to 686 stations. 

Publicity: 78 general and 64 regional news releases to a flexible list which in- 
cludes 6,426 papers, plus 22 issues of the Industrial Press Service clipsheet to a 
total of 4,400 weekly and plant papers. 

Group addresses: 547 addresses before civic, student, foreman, and employee 
groups, with a total audience of 117,522. 

Regional industrial conferences: A Nation-wide program of 48 meetings for 
manufacturers to discuss over-all national policy, public relations, legislation, and 
Government finance. 

Literature: 3,320,760 pamphlets, letters, and regular publications to educators, 
women’s groups, religious groups, farm leaders, the general public, and asssocia- 
tion members. 

Films: In the first 5 months of 1946, 434,685 people have attended 4,448 show- 
ings of circulating NAM films. 

Testimony before congressional committees : NAM representative have testified 
before congressional committees as follows: 


PRICE CONTROLS 


President Robert R. Wason, before House Banking and Currency Committee 
on March 18. 

J. Howard Pew, president Sun Oil Co. and director, NAM, before House Bank- 
ing and Currency Committee, on March 21. 

Robert R. Wason, before Senate Banking and Currency Committee on April 23. 


LABOR LEGISLATION 


Ira Mosher, chairman of the NAM Board, before Senate Education and Labor 
Committee on January 30. 

H. W. Prentis, Jr., president, Armstrong Cork Co. and director, NAM, before 
Senate Education and Labor Committee on February 5. 

Raymond S. Smethurst, NAM counsel, before Senate Education and Labor 
Committee, on February 25. 

Ira Mosher, before the House Judiciary Committee, on May 8. 


OTHER VITAL SUBJECTS 


George E. Folk, NAM patent adviser, on patent procedure, before House 
Patent Committee on January 29. 

Raymond S. Smethurst, on atomic energy control, before Senate Special Atomic 
Energy Committee, on February 8. 

R. T. Compton, NAM staff, on social security, before House Ways and Means 
Committee on February 25. 

Committee meetings: 94 meetings of NAM standing committees to formulate 
policy and plan consequent action. 
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NATIONAL ASSOCIATION OF MANUFACTURERS, 
New York, N. Y., June 25, 1946. 


To the Board of Directors of Member Companies in the NAM: 


Political expediency dominates the councils of the Nation today. Industry 
must repulse demagogic attacks on our enterprise system, by adhering to common 
purposes, policies, and strategy. 

Exercising its responsibility for leadership of industry in this cause, NAM 
presents herewith a statement of our policy and strategy on the two major issues 
facing the American public today—the extension of OPA’s price controls, and 
the placing of responsibilities on labor unions that are commensurate with their 
power. 

NAM investigations have shown that price control is not a means of preventing 
inflation, but simply of disguising it. In fact, by restricting production, price 
controls actually have been feeding the flames, leading us toward a more serious 
inflation than would have occurred if controls were abandoned quickly. 

There was a tendency within industry to blame this upon poor administration 
of the act, but NAM’s study showed that with more than 8,000,000 items to be 
eontrolled even the best administration could not fail to have the effect of 
restricting production. 

For these reasons, and because NAM is convinced that the principle of price 
control is inconsistent with the peacetime operation of our enterprise system, 
NAM concluded that it had no alternative except outright opposition to any 
extension of OPA. We realized that prices might go up temporarily if price 
controls were eliminated, because the inflation disguised by Government sub- 
sidies, black markets, deterioration of quality, and other off-shoots of OPA 
would become immediately apparent. We knew, however, that this would be 
true whether price control were eliminated in 1946, 1947, or at any subsequent 
time. We also knew that the public was strongly in favor of extending price 
controls without restrictions. We knew that the left-wingers—and many others 
who had not studied this problem exhaustively—would heap abuse upon us. 
But we felt strongly that the long-range interest of the American public must 
be placed ahead of any transitory public-relations advantages for NAM. 

At first, businessmen, even though their production was being stifled by price 
controls, were reluctant to testify for industry at the House hearing on OPA. By 
the time of the Senate hearing, however, NAM's vigorous campaign had rasied 
such public question about the desirability of OPA that Senators were over- 
whelmed with requests by industry to appear in opposition. Thus NAM’s will- 
ingness to fight industry's battle was the action that really broke the ice and 
kept OPA from being extended unamended for a year. 

The fight for labor legislation presented a different problem. Superficially 
it might appear that management, through the NAM, should have become the 
foremost sponsor of the Case bill, since it contained many constructive provisions. 
As a matter of fact, the core of the Case bill grew out of the recommendations 
of the management delegation to the President’s Labor-Management Conference 
last fall—a meeting in which NAM played a leading role. 

Although NAM constantly pointed out the merits of the Case bill, both in 
formal testimony before congressional committees and to Members of Congress 
individually, it was decided that NAM should not spearhead the fight for the 
Case bill for two reasons. First, though the Case bill would have been a long 
step in the right direction, it alone would not have brought about the full 
measure of industrial peace which our country so desperately seeks. If NAM 
hed vigorously advocated the Case. bill,.a continuation of the vicious labor situa- 
tion in this country after its enactment would have justified serious loss of confi- 
dence by the public in the recommendations advanced by management. 

Secondly, today’s issue is a struggle between organized labor on the one hand 
and the public interest on the other. If NAM had plugged for the Case bill with 
the fanfare of newspaper advertising, radio broadcasts, and widespread public 
relations efforts, after the fashion of our OPA fight, it would only have confused 
the issue in the minds of the people, leading them to believe that today’s conflict 
is between organized labor and management, which it most certainly is not. 

The President, placing the will of the CIO above and the will of the people, 
vetoed the Case bill. This should demonstrate the need for vigorous teamwork 
by industry if this battle ever is to be won. Moreover, the fact that the House 
and Senate passed the Case bill in the first place dramatizes the fact that this 
is basically a battle between powerful labor leaders and the public interest. 

It does not always take full-page advertisements and network radio programs to 
get results, For four long years NAM has worked vigorously for legislation which 
would inject some reason into the operation of the myriad Government agencies 
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which have sprung up in the past decade. In many cases these agencies have 
been acting as prosecutor, judge, and jury, following rules of evidence and juri- 
dical conduct of their own contrivance. 

Many organizations—notably the American Bar Association—joined with 
NAM in the fight. The recent passage of the administrative law bill by Congress 
is, inde. d, »n encouraging conclusion to NAM’s efforts, and evidence of the sound- 
ness of the strutegy pursued. 

There are many bat:! s sti!l to be won in our over-all struggle against the 
creeping tide of Compulsory ‘tatism. The battle to reduce huge Federal expendi- 
tures is at hand. The batt'e for labor laws written in the public interest re- 
mains to be fought again. You and your directors are needed in this fight. The 
stakes are freedom itself. 

Sincerely yours, 
R. R. Wason, President. 

P. S.—Many manufacturers throughout the Nation, conscious of the vigorous 
public leadership which NAM has contributed to the fight to end OPA’s price 
controls on manufactured goods, have asked me why NAM has not used the same 
dramatic technique in its advocacy of the Case bill. This report seeks to give an 
unequivocal response to such an inquiry. 

The report has been sent to other officials of your company for verabl pres- 
entation to your board of directors. Because the subjects are of such keen 
interest to industry, it is felt that you, too, will want to review this report. It 
is our purpose to extend this practice, and to send you periodically similar dis- 
cussions of NAM policy and strategy on major matters. Your comments on the 
desirability of this procedure will be much appreciated. 

R. R. W. 

The Cuairman. I havea statement here from the National Associa- 
tion of Manufacturers which shows how they would reduce the budget. 
It is quite a lengthy statement, and I be lieve the tables which show 
the reduction of $4 billion in foreign aid, $6 billion military, and $4 
billion in local agencies would be sufficient to put in the record. (See 
p. 841, pt. 1.) 

Senator Frear. That is the $14 billion. 

The Cuairman. Yes. I believe that will show how the NAM 
would do it. 

Senator Carruarr. I am going down to my office for a conference 
with Mr. Putnam who is waiting for me, and we are going to discuss 
the steel situation. It looks as ‘though the steel workers might well 
get an increase in wages as a result of an increase in prices under the 
Capehart amendment. and 1 knew you would be delighted to know 
at least that the Capehart amendment served one good purpose. 

Mr. Carry. I would propose that the steel workers get a substantial 
increase, but not under the Capehart amendment. 

You know, Senator Schoeppel hits me on a very sensitive point. 

The reason I get so excited about this is because part of this tes- 
timony of the Corn- Belt Livestock Feeders Association, they make 
it appear that everybody who is in favor of price controls, believes in 
British socialism. ’ Well, this day, of all days for them to say, “this 
next election will determine whether British socialism is adopted 
in this country.” 

I am opposed to British socialism, I am opposed to British con- 
servatism and because of my own background, I am opposed to nearly 
anything British. 

Senator C APEHART. [ just want to say you do not want to lose your 
sense of humor, and I just thought it was quite appropriate to say 
to you, that maybe it was a good thing after all. 

Senator Scuorrren. Mr. C arey, all I want to say is that you and I 
fundamentally are poles apart on some things, but I certainly do not 
deny you the right to vigorously present your situation, and with 
equal candor, I feel that some of these other folks have probably pro- 
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tested certain phases of this act just as bitterly and conscientiously as 
they could. 

The unfortunate part of it is, whicheever way we go on this thing— 
and we are going to have the final guess on it—it is not going to be 
a happy solution in the minds of a lot of these folks and it is not going 
to be an easy thing to arrive at. I have to take somebody’s word 
for what the situation is. I wish I knew. I wish I could look into 
the crystal ball and say, “This is what is going to happen,” but I am 
going to say very frankly, some of the dire predictions which were 
made by some of these governmental economists who came in here— 
and I am sure they believed what they were talking about—have not 
hit anything like the plain or plateau they said they were going to. 
It does leave a lot of people in a skeptical frame of mind when they 
know that mills are shutting down and piles of goods are piling up in 
warehouses and it does leave a lot of people honestly and earnestly 
and sincerely questioning how far this thing should go. 

We get the full impact of it. You and I might disagree on some 
things, but we are not going to fall out over it entirely. 

Senator Carenarr. You may not want to do it, but I really think 
you ought to take that conspiracy statement out of the record. In 
fairness and being a good clean fighter. 

Mr. Carry. I took the trouble to read the t: ‘stimony I gave last year 
before I came here to testify. I do that conscientiously ev ery time I 
testify before a committee. I read the testimony of CIO since the 
beginning of the consideration of that question. And maybe, Sena- 
tor, you will be joining me next year, to ask that that conspiracy 
charge be stressed by an appropriate committee. 

Senator Carrnarr. If I thought there was, I certainly would join 
you. Of course, I do not believe any Senators want to join with you, 
in saying that the business interests of this Nation, about 4,000,000 
of them, are in a conspiracy. 

Mr. Carey. I am not suggesting that, Senator, but we are sug- 
gesting: 

Senator Carenarr. They said they congratulated you on a states- 
manlike message and in that statement you made here you said the 
business interests were in a conspiracy. 

Mr. Carey. I did not say that, Senator. 

Senator Benron. Only those who are trying to destroy the OPS. 

Mr. Carey. I said those who are trying to destroy the OPS on the 
crounds that prices are now soft, are engaged i in a conspiracy against 
the American housewife and against the interests of the Nation. 

The Caamman. We went through that last year and in my judg- 
ment we will pass another law this year despite the meeting in Chi- 

cago. That is only my own opinion. 

Senator Benron. Won't you agree that the British cartel price- 
fixing had a lot more to do with British socialism than anything the 
Government did? 

Mr. Carey. That is right. 

The CHatrman. The committee will recess until 10:15 in the 
morning. 

Senator Magnuson has an amendment and asked me awhile ago 
if he could be here at 10:15 in the morning and I told him he could, 
at which time we would hear him. 

(Whereupon, at 5:30 p. m., the committee recessed to reconvene at 
10:15 a. m., Tuesday, March 18, 1952.) 
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TUESDAY, MARCH 18, 1952 


Untrep Srares SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. @. 

The committee met, pursuant to recess, at 10:15 a. m., in room 
301, Senate Office Building, Senator Burnet R. Maybank (chairman) 
presiding. 

Present: Senators Maybank, Robertson, Frear, Douglas, Moody, 
Capehart, Bricker, Schoeppel, and Dirksen. 

The CHarrMan. Senator Magnuson, you may proceed. 


STATEMENT OF WARREN G. MAGNUSON, A UNITED STATES 
SENATOR FROM THE STATE OF WASHINGTON 


Senator Magnuson. Thank you, Mr. Chairman. I appreciate this 
opportunity of coming here today. I know that you had set aside 
the latter part of the week for Members of the Senate, but inasmuch 
as | must go out to the Pacific coast tomorow, I ap ypreciate this op- 
portunity to appear out of order. 

The CHairman. I might say that I put those letters in the record 
that you wrote concerning the OPS rulings on port service charges. 

Senator Magnuson. I appear here on a quite important matter 
which has arisen due to a situation in the Pacific Northwest in our 
hydroelectric development. It is somewhat of a technical matter, 
but I think it deserves the attention of the committee. 

| propose to amend, and suggest to the committee that they amend, 
the so-called voluntary agreements sections of the act—particularly 
section 708, by adding the followi ing language to subsection (a). At 
the proper place insert the following new section : 

Sec.—. Section TOS (a) of the Defense Production Act of 1950, as amended, 
is amended by inserting after the word “Act” a semicolon and the following: 
“but no such voluntary agreement or program shall apply or be construed to 
apply to the activities of the several States, Territories, or possessions, or any 
of their political subdivisions or instrumentalities, except with the specific con- 
sent of such States, Territories, possessions, political subdivisions, or instru- 
mentalities.” 

Section 708 (a) of the Defense Production Act of 1950 authorizes 
the President— 
to consult with representatives of industry, business, financing, agriculture, 
labor, and other interests, with a view of encouraging the making by such per- 
sons with the approval by the President of voluntary agreements and programs 
to further the objectives of this Act. 

Other provisions of the section place safeguards around this au- 
thority, to the end that voluntary agreements promoted by the Presi- 
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dent shall not be in violation of the antitrust laws or the Federal 
Trade Commission Act. 

By Executive Order No. 10161, dated September 9, 1950, the Pres- 
ident delegated the powers conferred by section 708 to the several 
appropriate agencies of government. Section 701 of Executive Order 
10161 lists in full the delegations made by the President. 

My amendment is prompted by circumstances arising out of a pro- 
gram initiated by the Federal Reserve Board to restrain credit. 

I might say that this whole matter has been discussed at great length 
with the Federal Reserve Board members. 

The President’s order of September 9, 1950, delegated to the Board 
of Governors of the Federal Reserve System authority to implement, 
on a voluntary basis, credit restraints in the field of financing. The 
Board in turn devised a program for voluntary credit restraint, and 
to implement this program organized a so-called National Voluntary 
Credit Restraint Committee, with regional subcommittees for the 
eastern, midwestern, southeastern, and western sections of the country. 

Senator Scrorrpe.. Does this in any way lessen the right or the re- 
sponsibility that might grow out of the issuance of munic ‘ipal bonds in 
furtherance of development projects on the part of municipalities 
or the States ¢ 

Senator Magnuson. Yes; it does. It deals directly with that sub- 
ject. 

Senator Scuorrre.. In other words, it liberalizes in favor of the 
local units? 

Senator Magnuson. Allows the local States and units to go ahead 
with their financing. That is exactly the point. 

The function of these voluntary credit restraint committees are to 
screen prospective stock issues, bond issues, and other types of bor- 
rowing with a view to reducing the volume of such transactions. 

Speaking of its own program in a bulletin dated April 20, 1951, the 
Federal Reserve Board had this to say: 

While it is recognized that the proposed program is addressed only to one 
limited source of inflationary pressure, the vital importance of this program to 
the stability of the economy, and the necessity to extend credit only in such a way 
as to restrain inflationary pressures outside the financing of the defense program 
would be emphasized to all financing institutions. 

Later in the same bulletin the Board stated : 


No financing institution shall be required to consult with any subcommittee 
with respect to any loan or loans, or any application or applications therefor. 
Consultation with the subcommittee shall be wholly within the individual and 
independent discretion of a financing institution. The final decision with respect 
to making or refusing to make any particular loan or loans shall likewise remain 
wholly within the individual and independent discretion of each financing insti- 
tution, whether or not it has consulted with any of the subcommittees. 

From these statements it is evident that the program started out as 
being entirely voluntary—started out as a program designed to re- 
strain credit through cooperation rather than compulsion. 

During the months intervening since April 1951, a transition has 
occurred. By voluntary agreement, banking institutions in the in- 
vestment field will not underwrite or float large bond issues unless they 
have the approval of the appropriate regional voluntary credit re- 
straint committee. Thus, for all practical purposes, what was volun- 
tary in origin has become compulsory in practice. 
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There is one more facet of this program which the committee should 
have in mind before I cite the specific case in point, which prompts 
my amendment. 

The States of the Union are sovereign bodies in matters delegated 
to them under the Constitution. Political subdivisions of the several 
States share in this sovereignty to the extent provided by the duly 
constituted law of the particular State involved. Apparently the 
Federal Reserve Board recognized this fact in formulating its volun- 
tary credit restraint program because in the bulletin of April 20, from 
which I have been quoting, there appears the following statement: 

It is appropriate to point out that this program of voluntary credit restraint 
does not, have to do with such factors as inilationary lending by Federal agencies, 
unnecessary spending, Federal, State or local * * *. 

On May 4, 1951, however, the National Voluntary Credit Restraint 
Committee issued Bulletin No. 3, entitled “Postpone ment of State and 
Local Government Borrowing.” I quote a portion of that bulletin: 

The committee recognizes that the established procedure for origination and 


bidding on public issues of State and local governments differs from other types 
of financing * * *, 


Financing institutions are requested to cooperate in this matter by not par- 
ticipating in the public or private sale or purchase of such securities unless the 
issue involved has been cleared, with a subcommittee, by the proposed issuer, 
or as the result of an application for a ruling by the finance institution itself, 

Senator Scuorrret. I might say, Mr. Chairman, and Senator Mag- 
nuson, that issues have developed where good bids on some of these 
bonds have been lost because of some of these requirements and some 
of the delays have followed. They feared that they would not be 
approved and therefore they would have some difficulty—that is the 
purchasing agency—would have some difficulty offering these secur- 
ities to the general public. 

Senator Magnuson. And following that up, Senator, the personnel 
of these regional voluntary credit groups are all investment bankers. 

The Cuamman. Are not the majority of them within the State 
where the bond issue is desired ? 

Senator Maanuson. We are subject to San Francisco. 

The CHamman. In other words, the local bankers in San Fran- 
cisco stopped the so-called Puget Sound development ? 

Senator Magnuson. The investment banking group at San Fran- 
cisco told the people up in the State of Washington, almost 1,000 
miles away, that they can do this and do that which under their State 
law they are entitled to do. 

The CHatrMan. Go ahead with the rest of your statement. 

Senator Magnuson. Now, I tried to point out in this statement that 
it started out to be voluntary, but it has now become compulsory. 

Following this bulletin I was reading, here on March 5, 1952—I 
am reading from a bulletin issued by the voluntary credit restraint 
committee from San Francisco: 

‘To all public officials and investment bankers. 

In paragraph 2 of this bulletin they say: 

Dealing in State and municipal bonds whose issuance has been declined 
proval by a regional investment banking committee. 

They say: 

In the event an issue of State or municipal bonds has been declined approval 

by a regional investment banking committee and the subsequent securities are 
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Subsequently issued through whatever medium, those who desire to support the 
voluntary credit restraint program will decline to deal in them. 

The Cuamman. Do you have many of these besides Puget Sound ? 

Senator Maenvson. Yes; we have all kinds of them. 

The CHarrman. Bankers have taken over with regard to public 
power and even so far as roads and bridges are concerned ? 

Senator Maenvuson. If the chairman can let me proceed, I have 
but one more page. They started out to be voluntary, but in effect 
they say to these people, “You had better not do this or else.” 

As a direct result of this instruction to the so-called voluntary 
credit restraint committees and financing institutions, public utility 
districts in the State of Washington have been frustrated in their 
efforts to acquire properties of the Puget Sound Power & Light Co. 

Public utility districts are political subdivisions of Washington 
State. They are duly constituted public bodies and have the right 
under State law to acquire, either by condemnation or negotiation. 
distribution and generating facilities of private companies. 

The CHarrman. They have reports, I presume, from the SEC 4 

Senator Magnuson. Yes, sir, that is all taken care of. 

They may do this either singly or in combination. 

In December 1951, the Puget Sound Power & Light Co. and seven 
public utility districts submitted an application to ‘the Western Vol- 
untary Credit Restraint Committee at San Francisco. The committee 
recommended against the issuance of bonds to finance the transac- 
tion. The company wishes to sell and the districts wish to buy. The 
company cannot finance vitally needed expansion of generating and 
transmission facilities—the public utility districts can, provided the 
road block thrown in their way by the credit restraint committee is 
removed. 

The Cuarmman. In other words, this is a voluntary agreement ? 

Senator Magnuson. Yes; and they say you cannot buy and they 
cannot sell. 

The Cuatrman. What reason do they give for not approving it? 

Senator Magnuson. Well, we have gotten no reason from them at all. 
I have checked very carefully with the Chairman of the Federal 
Reserve Board and ah the Secretary of the Treasury, and they tell 
me that this sale of public-utility bonds is not to be construed inflation- 
ary per se but that these people out there have refused to give permis- 
sion. This is not a condemnation; this is a very happy agreement 
reached by these people in an effort to enhance our power development 
up in the Pacific Northwest. 

Senator ScHorrren. Has this not grown out of negotiations be- 
tween the respective groups ¢ 

Senator Magnuson. Almost 314 years of negotiation, to be exact. 

The Cuairman. This also followed up the desire of Mr. Wilson to 
establish aluminum plants, did it not? 

Senator Magnuson. That is right. 

The Cratrman. Would you be in a position to say whether or not 
the refusal of this has held back the aluminum situation in Wash- 
ington ? 

Senator Maenvson. There is no question about it because it also 
involves a facility which is now enlarging—namely, Rock Island 
Dam—which is adding additional power. The Federal Government 
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is committed, as you Senators well know, to that big hydroelectric 
development, so if this is not done in this voluntary manner we are 
going to have to appropriate more money to go ahead with this power 
development anyway because of the urgent need of power in the war 
effort and otherwise. It will mean the Government is going to have to 
issue the bonds. 

The case which I want to put in the record only points up this 
whole situation, that the authority which was given and the delegation 
is going to cause a great deal of hardship and although, even assum- 
ing that the issuance of public bonds might be assumed to be some- 
what inflationary, in these particular cases it is going to have to be 
done by some government body, therefore it is Tweedledum and 
Tw eedledee. 

“This same committee has approved some. They stopped, for in- 
stance, the States of Oregon and Montana from issuing veterans’ bonds 
to take care of their veterans. 

Senator ScHorrren. It went beyond the utility field and on over into 
the State issuance of bonds that tied in on veterans’ programs, as | 
understand. it. 

Senator Magnuson. That is right. 

I recognize there is a divergence of opinion among members of 
this Senate committee on the question of public ownership of utilities. 
The people of each State have sovereignty in their own right, how- 
ever, and it is my position that, since the people of the State of Wash- 
ington have authorized the creation of public-utility districts in 
accordance with constitutional procedure, their right to proceed should 
not be invalidated by a group of private individuals exercising their 
own opinions on the political question involved. 

The rights of States to vote public ownership of private utilities 
within their own boundaries is beyond question. Their right to 
implement the program the people of the State have decided is best 
for themselves also should be beyond question. Yet we see in the 
case I have cited a so-called voluntary committee denying public- 
utility districts in the State of Washington the right to acquire private 
power property. The committee accomplishes this by recommending 
to investment bankers throughout the country that they not partici- 
pi _ in the flotation of the required bond issue. 

I do not impugn the motives or integrity of the men serving on the 
San Francisco Voluntary Credit Restraint Committee. I do say that 
it is bad public policy to permit investment bankers sitting on that 
committee to nullify the rights of a sovereign State. 

The people of the State of W ashington ‘have no w ay of taking ac- 
tion against this voluntary committee because it is not serving as an 
elected or administrative agency of the Government. The people 
have no legal recourse against it. The committee is a volntary group. 
In practice, however, its decisions are controlling and conclusive. In 
practice, private government supersedes public government. 

I believe the States and the local subdivisions thereof should and 
will cooperate with the Federal Government during this emergency. 
Section 708 visualizes a program of persuasion, not compulsion. If 
the public-utility districts in the State of Washington cannot be per- 
suaded to postpone acquisition of the Puget Sou ind Power & Light 
properties, they should not be forced to do so by a voluntary group 
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of private citizens acting in combination with the financing institu- 
tions of the country. 

My amendment is designed to insure that States’ rights will not be 
invaded, even during this emergency, under the guise of voluntary 
agreements or programs. 

Senator Scuorrre.. In this instant case in Puget Sound is there 
any question about the constitutionality of the State act with refer- 
ence to these matters? Has that been adjudicated, or is that in 
question at all? 

Senator Magnuson. That is not in question here at all. It has 
been adjudicated on many occasions. I happen to have some per- 
sonal knowledge of this because I served in my own State legislature 
when the law establishing public-utility districts was discussed. 
There are many, many cases in point where they are working in 
complete harmony with the private utilities out there, and there was 
a situation where everybody felt it would better serve the general 
power needs of the whole area. 

Now, I want to put m the record, and read, a letter which I just 
got from the United States conference of mayors, in which they say: 

Dear Senator: We were deeply gratified that you had presented a proposed 
amendment to legislation providing for the Defense Production Act extension 
with particular reference to the authority of the so-called voluntary credit 
restraint committee. We believe this to be most important. It is inconceivable 
that under the auspices of the Federal Government a voluntary group of private 
bankers could be assumed to pass upon whether or not State, city, or public- 
utility districts can or should issue bonds in accordance with the laws of the 
State. If there is any way in which we can cooperate with you, I shall ap- 
preciate advice from you. 

With best wishes always, I am, 

Yours sincerely, 
Paut V. Berrers, 
Erecutive Director. 

This was passed on by the conference when they were here. 

I have letters to the same effect from the American Municipal Asso- 
ciation where they say they can point out several instances where this 
has stifled the issuance of so-called municipal bonds. 

The Cuarrman. Ask them if they can present more instances for the 
record. 

Senator Magnuson. Here is one from the municipal association. 
It says: 

I believe we should support this amendment. If it were not that some of 
the voluntary credit restraint committees have been rather liberal in the past, 
the long-negotiated purchase of the private water company in Birmingham by 
the city of Birmingham would have been forbidden. 

In that case that group O. K.’d it. In our case they denied it. 

Senator Scnorprrn. Carry this. one step further. Suppose the 
schoo] district wanted to enlarge their physical plants and the citi- 
zens of that district went out and voted on a bond issue and it car- 
ried. They could deny that. 

Senator Magnuson. That is correct. 

Senator Scnorppet. | think we have instances of that in my own 
State and in my own area. 

Senator Magnuson. Let me finish what they say here: 


Fortunately, the voluntary credit committee in that area approved. 
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In the Birmingham area, in that case, they approved this particular 
one. 

The identical issue is involved, however, in the State of Washington case. 
Nevertheless, the San Francisco credit committee recommended against this 
particular issue, 

It seems to us that, if the city decides they want to take a course of action 
involving the expenditure of their own money, that some voluntary group of 
private interests should not be permitted to prevent them from carrying out 
their objective— 

Such as you point out. 

The whole situation shapes up that I think the committee never in- 
tended in section 708 to place its powers upon these voluntary restraint 
committees. They have seriously handicapped them in W ashington, 
Oregon, and Montana. There are many instances where they are not 
consistent in what they grant or do not grant, and I think these mu- 
nicipalities, States, and subdivisions should have the author ity, if they 
want to issue bonds, as you say, Senator, for school districts, that they 
should be allowed to do so. 

In my own city of Seattle on last Tuesday there was a public-school 
bond issue on the ballot. The people voted almost 2 to 1 to bond the 
school district for that issue because we need the schools. But they 
have to go to San Francisco, and this group can say “Yes” or “No.” 

The Cuairman. Why do they not have a group in W ashington'’ 

Senator Magnuson. Maybe I am not persuasive enough around 
here, because every time they cut up a region on the Pacific coast we 
end up in San Francisco. It is hard for me to convince people it 
Washington that Seattle is not a suburb of San Francisco. It is 
only 900 miles away, but I think a lot of us have that same trouble. 

The Cuarrman. Ido. [I always end up in Atlanta, Ga. 

Senator Magnuson. Maybe Wichita has that same trouble. 

I do not think the committee intended this sort of thing. They 
will claim, “Well, we are only voluntary,” but there are many cases 
where the practical effect, without the amendment, I suppose, means 
that they are going to have the power of approval or rejection of 
these municipal and State projec 4, 

Senator Scnorrrer. Where that is important is in this phase of it 
Every municipal bond issued has to be covered by a transcript of 
the entire proceedings, and it is the same as an abstract of title. If 
they do not give that approval, the bonds will not move out in the 
investor field with the sense of sec urity that they would if there were 
«lean-cut determinations on it. 

Senator Magnuson. I would go even further. I doubt if any invest- 
ment house would touch it without this. 

Senator ScnorrreL, | am inclined to agree with you. 

Senator Magnuson. I propose the amendment, Mr. Chairman. I 
have been very careful about the language. I do not think in the 
long run it will affect the broad objectives of this act, which, as you 
know, I am for, but I do not think that it was ever intended that this 
sort of authority should be granted over other subdivisions of govern- 
ment. It was never intended by this committee for the Federal] 
Government to exercise that power, particularly when the regional 
committees are made up in the main of investment bankers of the 
partic ‘ular town in which they are located. 

The Cramman. We thank you. 
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Senator Magnuson. May I put these four letters in the record? 

The Cuamman. Without objection, they will be put in the record. 

Senator Magnuson. I would also like to put into the record two 
or three personal references and a letter to the representative of the 
public-utility districts by an investment house in Chicago, the Munici- 
pal Bond House which was going to finance this proposition. They 
point out why there is nothing inflationary at all in this power 
development. 

(The letters referred to follow ) 


THE UNtrep STaATes CONFERENCE OF MAYORS, 
Washington, D. C., March 11, 1952. 
Hon. WARREN G. MAGNUSON, 
United States Senator, 
Senate Office Building, Washington, D. C. 

Dear SENATOR: We are deeply gratified that you had presented a proposed 
amendment to legislation providing for the Defense Production Act extension 
with particular reference to the authority of the so-called Voluntary Credit 
Restraint Committee. We believe this to be most important. It is inconceivable 
that under the auspices of the Federal Government a voluntary group of private 
bankers could be assumed to pass upon whether or not State, city, or publie 
utility districts can or should issue bonds in accordance with the laws of the 
State. If there is any way in which we can cooperate with you I shall appreciate 
advice from you. 

With best wishes always, I am 

Yours sincerely, 
PAUL V. Berrers, E-recutire Director. 


WESTERN INVESTMENT BANKING, 
VOLUNTARY CrepIr RESTRAINT COM MITTEE, 
San Francisco, Calif., March 5, 1952. 
Re postponement of State and local government borrowing. 
To the Public Officials and Investment Banks Addressed. 

Dear Strrs: In order that you will be informed as to new interpretations of 
policies and procedures with respect to the voluntary credit-restraint program, 
the following additional data is presented. 

(1) Lease purchase contracts and sale-lease back arrangements.—The financ- 
ing institution supplying the funds to acquire, construct, furnish, and maintain 
public improvements through a lease purchase contract and/or sale-lease back 
arrangement with a state or its political subdivision as well as the potential 
borrower should screen the purpose for which funds will be used in the same 
manner as a bond issue in order to determine whether it is in harmony with the 
voluntary credit-restraint program. 

(2) Dealing in State and municipal bonds whose issuance has been declined 
approval by a regional investment banking committee—In event an issue of 
State or municipal bonds has been declined approval by a regional investment 
banking committee and the subject securities are subsequently issued through 
whatever mediums, those who desire to support the voluntary credit-restraint 
program will decline to deal in them. 

(3) State and local interim financing.—Certain municipalities have been ar- 
ranging interim financing. At a later date they have requested clearance of per- 
manent financing on the grounds that inability to fund outstanding obligations 
would create undue hardship and embarrassment. Consequently, financing 
institutions are urged to assure themselves that interim financing by State and 
local governments is evaluated under the program in the same manner and by 
the same standards as would be applicable in the case of long-term financing. 

(4) Direct or private placement—In cases where an investment banker, 
security dealer, or other financing institution is acting as intermediary between 
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the borrower and the lender, the intermediary should either screen the proposed 
financing under the program or, if he so elects, submit same to the appropriate 
committee for screening. The lending financing institutions should, if the pro- 
posed financing has not already been favorably screened by a regional committee, 
either screen the proposed financing, or, if they so elect, submit same to an 
appropriate regional committee. 

In cases where there is no intermediary, it is the responsibility of the investing 
institutions or agent-lender to screen the issue themselves, or, if they so elect, 
submit same to the appropriate regional committee for screening. 

In each instance where the first financing institution participating in the 
negotiations, either as intermediary or, in the absence of an intermediary, as 
ultimate investor or lender has submitted the proposed financing to the appro- 
priate regional committee for screening and a favorable opinion has been ac- 
corded, the responsibility under the program of subsequent institutions enter- 
ing the negotiations does not extend beyond ascertaining that the proposed 
financing has been approved by the appropriate regional committee. 

(5) Sereening foreign borrowing.——-Since foreign borrowing in the financial 
markets in the United States involves a negotiated sale to a group of invest- 
ment bankers (either on an agency or firm commitment basis), the investment 
bankers have access to all pertinent financial information regarding the bor- 
rower. Consequently, the appropriate regional committee to consider such 
foreign borrowing should be the committee serving in the city in which the agent 
or principal underwriter is domiciled. 

Yours very truly, 
WESTERN INVESTMENT BANKING, 
VOLUNTARY CrEDIT RESTRAINT COMMITTEE, 
E. R. MILtArp, Secretary. 


AMERICAN MutuAr ASSOCIATION, 
Chicago, Ill., March 11, 1952 


Hon. WARREN G. MAGNUSON, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR MAGNUSON: The American Municipal Association is historically 
opposed to Federal legislation which deprives municipalities of the right to make 
decisions which affect their local affairs without jeopardizing the rights of others. 
Consequently while we are certainly in sympathy with the idea that Federal, 
State, and local governments should work together during an emergency such 
as the present, we do not believe that our historic rights and privileges should 
be taken away even during a period of emergency. 

For this reason, because many of our cities and other local governments have 
been embarrassed by some of the voluntary credit restraint committee actions, 
we would like to support the amendment which you proposed to section 708 (a) 
to the Defense Production Act of 1950. 

We are already proposing other changes so that administrative agencies cannot 
interpret the law as they wish to the detriment of local governments. As a 
further step, we would like to support your amendment cited above. You may 
place us on record as doing so with the hope that your amendment will carry. 

Cordially yours, 
Car. H. CHaAttrers, Evrecutive Director. 


Please note the enclosed amendment to section 708 (a) of the Defense Pro- 
duction Act. I believe we should support this amendment. If it were not that 
some of the voluntary credit restraint committees had been rather liberal in 
the past, the long-negotiated purchase of the private water company in Birming- 
ham by the city of Birmingham would have been forbidden. Fortunately the 
voluntary committee in that area approved the scale of securities. The identical 
issue is involved in the State of Washington. Nevertheless the San Francisco 
credit committee recommended against this particular issue. It seems to me 
that if the cities decide they want to take a course of action involving the ex- 
penditure of their own money, then some voluntary group of private interests 
should not be permitted to prevent them from carrying out their objectives. 

I hope that you receive this in time so that you ean present this point of view 
along with your other testimony on the DPA on Thursday. 
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a JOHN NUVEEN & Co., 
Chicago, Iul., February 19, 1952. 
Mr. Krrsy BILLINGSLEY, 
Washington, D. C. 


Dear Kirey: In accordance with your request for further information, | would 
like to set down fer you my analysis of the alleged inflationary aspects of the 
proposed Puget Sound Power & Light Co. acquisition program. 

To analyze the program, let us examine the monetary aspects of what happens 
to the money paid to Puget. First, Puget’s debts are paid. This part of the 
program is no problem because the committee clearly recognizes that there is no 
inflationary aspect to it. 

Next, Puget reserves perhaps as much as $10,000,000 for payment of capital 
gains taxes to the Federal Goverment. This is clearly antiinflationary, be- 
cause it is money paid to the Government which would not otherwise be obtained 
and would cut down borrowing by the Government or create a cash surplus in 
the event the budget should be balanced. 

Next, Puget would set up the remainder to be paid to its common steck- 
holders. It would take a considerable time before the entire amount could be 
paid out, and certainly some period before even a major share could be dis- 
tributed. When paid to the common stockholders some sizeable amount would 
have to be immediately used or reserved by the recipients for payments of capi- 
tal gains taxes, because a great deal of the stock of Puget has been acquired by 
the holders in years past by purchase subsequent to the reorganization of the 
company, when the value was much less than at present. To the extent that 
this money creates a liability for the payment of capital gains taxes, the effect 
of the transaction is antiinflationary and basically it is the remainder of the 
money in the hands of the common stockholders with which we are concerned. 

It seems to me that everybody misses one fundamental and very succinct point. 
The stock of Puget Sound Power & Light is readily marketable. Therefore, if 
any of the present holders wanted to raise money in order to buy consumer's 
goods, which is regarded as inflationary, all he has to do is sell his stock and go 
ahead and make the purchases of the goods. The fact that he does not do so 
means that he is holding the stock for its investment return in the form of in- 
come or some further possible appreciation. The question then is, “What wiil he 
do when the program goes through and when he does receive cash in distribution 
from the Puget Co.?”’ I have had my own ideas on this matter and I have also 
discussed it with many other people in the securities business. It is the judg 
ment of all of us that practically all of such money would be immediately re- 
invested in other securities, most likely of a type and kind corresponding to 
Puget common. By and large, the holders of Puget common are a different class 
than the mine-run of investors. They are what may be referred to as “buyers 
of special stiuations.” Invariably when any one special situation they hold 
has been eliminated they look around and find another special situation. In 
other words, they are people of sufficient means that they are not going to take 
their money when they receive it and buy consumer's goods, but will reinvest the 
net proceeds in some other special situation. The net of all this is that the in- 
flation picture is in no wise aggravated by a program of this type. 

In fact, Kirby, to the extent that the proposed transaction creates capital 
gains, it creates tax revenues for the Government and since everything else is 
equal, the net effect is really antiinflationary. 

We can go one step further—what happens to the public utility district bonds 
that are issued. Taking the issue of $33,600,000 of your Chelan County Public 
Utility District No. 1, Rock Island Hydro bonds as an example, practically all 
of the bonds were distributed in small amounts all over the country. Our firm 
alone sold pretty close to 20 percent of the total issue, so we have a pretty good 
idea of the distributional pattern. A great majority of the bonds went to 
people categorized in the trade as “yield buyers”—in other words, people who 
purchase securities of one type or another where the yield is much higher than 
is generally available in so-called high-grade securities, or, the safest of all, 
United States Government obligations. 

In the proposed Puget Sound deal, we believe that it would also be true that 
the bonds would be distributed to people with high-yield investment require- 
ments. To the extent that these yield buyers are individuals who might other- 
wise have spent such funds for consumer's goods, the effect of the transaction 
would be anti-inflationary. 

The only other point I have not covered, Kirby. is the inflationary effect, if 
any, of any new money in the picture provided by the public utility district bonds. 
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To the extent that the new money represents any more than would have been 
spent by Puget for the acquisition of additional utility properties, it might be 
argued that the effect is temporarily inflationary. However, I think it is clearly 
conceded by all that the added productive effect on the economy of the additional 
facilities would more than offset any inflationary effect. 
Yours very sincerely, 
JOHN NUVEEN & Co., 
By (Chet) 
C. W. LaInNa. 
The Cuairman. Mr. Brockbank of the National Association of 

Home Builders, will you come up, sir ¢ 


STATEMENT OF ALAN E. BROCKBANK, PRESIDENT, NATIONAL 
ASSOCIATION OF HOME BUILDERS 


Mr. Brocxsank. Mr. Chairman and members of the Banking and 
Currency Committee, Iam Alan Brockbank. I am a home builder in 
Salt Lake City, Utah. 

I appear before you today as president of the National Association 
of Home Builders. 

In recent years, an industry has come of age, so we feel. That in- 
dustry is the home-building industry. 

In 1950 it accounted for about $12 billion of our national volume. It 
built houses for about one family out of seven, since the Second World 
War, and it has grown in size to where it practically equals the size 
of the automobile industry. 

I point out that this-industry accounts for a great part of our pres- 
ent economy, due to the fact that in many cases as many as 16 families 
change homes when one person buys a new home, eac h one bettering 
themselv es, each one attempting to improve that home by purchasing 
new equipment for it, remodeling it, and so on. The home-building 
industry accounts for a large part of our economy and we feel has 
helped very materially to carry our national economy over what was 
predicted to bea possible depression after the Second World War. 

This organization is made up of little people. We presently have 
in excess of 25,000 members in about 195 cities. We feel that we 
produce about 80 percent of the houses of this Nation. We are very 
much concerned about two features of S. 2645. Those two features 
are the credit controls and the wage-stabilization program. 

As we understand this bill, it is intended to remove some of the 
relaxing features of the Defense Production Act which was passed 
in 1951. 

We are concerned about the reinstatement of the complete regula- 
tion X and the allied regulations in the Veterans’ Administration 
program and the FHA, because as we stated in 1951, we are concerned 
about the people in the low-income groups and the veterans who are 
attempting to buy houses. We find that the people in these groups do 
not have the cash for down payments and we feel that we can support 
that from the starts that have occurred nationally since the act was 
amended. 

We are particularly interested in the program at this time because 
of the fact that we find over this Nation, an alarming number of people 
in the low-income groups desiring housing but finding it impossible 
to make the down payment. We feel that this bill, instead of being 
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amended to include some of the controls that were in regulation X, 
as originally written, that the controls should be relaxed entirely, and 
removed. 

The reason we say that is this, that we are finding that the amount 
of mortgage money available is controlling the home- building indus- 
try far in excess of the amount of down payments. We are finding 
it impossible in most areas of this country to obtain money for the 
construction of houses under the Veterans’ Administration program, 
the GI bill of rights. 

The Cuamrman. The Veterans’ Administration, when they testified 
here, said there were more loans last month and the month before 
than they have ever issued before, as I remember. 

Mr. Brocksank. That may be true, in some areas, Mr. Chairman. 

The Cuamman. That is just the question. They also said that 
these enormous loans were being made to veterans. You will remem- 
ber the round-table discussion we had ? 

Mr. Brocksank. That is right. 

The CHarrman. The impression I got was that the New England 
bankers had more money to lend than was requested, in Boston, for 
instance. There were, however, areas in his country where the vet- 
erans were not taken care of, such as rural areas. We have a bill 
here now for veterans, which I am going to introduce in the Senate 
today. It passed the House, I think, last month. 

The thing that worries me is the fact that in some places all the 
money needed is available and there are still other places where the 
veterans cannot get any. 

T want to know how we can get around that ? 

Mr. Brockrank. I went up through New England last year. I saw 
the starts going up in some areas of the country. and I wanted to find 
out where in the world the houses were being built, because I knew 
in the West, where I live, it is just impossible to obtain money for 
veterans’ financing. 

The Cuatrman. You have had difficulties in the West and we have 
in the South, but in the East and the Middle West and in those sec- 
tions of the country, from what I understood from the bankers and 
the Veterans’ Administration itself, there is harmony. 

I think Senator Robertson brought up the question about the in- 
surance companies taking money out of Virginia or Utah, or some 
other State, that does not flow back to the veterans in the form of loans. 

Senator Roperrson. They also testified that it cost more for service a 
long way off than it did close by. I am afraid this witness is proposing 
something that is worse than what we now have. We know that out- 
side of the large banks, the big mutual savings banks in New England, 
if we take off restrictions and let them build anywhere they please, 
there is not but so much of this money available and they are going 
to use it close to home. Out in Utah, and down in Virginia, we will 
find it is tougher to finance a mortgage than it is now. 

Mr. Brocxsanx. I belieye that the removal of controls has no effect 
on that. They are doing that already under controls. The money is 
going close to home. 

In answer to the chairman’s statement, I went up through New 
England last year to find out where in the world these houses were 
being built, and they were being built at an unprecedented rate in New 
England, far in excess of what they had been doing before. 


in ise LA a AAT as 


ph heen dt 


ater 


con ea aaa eae SAHA 9A eda tn 


Nee oe 


Poe 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1123 


The controls do not allocate houses to areas. They simply control 
what you can produce. 

Getting back to this program, what we are calling for is the re- 
laxation of controls, not in excess of those that have already been re- 
laxed for veterans, because the relaxation as it presently exists for vet- 
erans is fair enough, excepting that there is no money available, but 
there should be a relaxation under the FHA, and the conventional 
method of financing in excess of what there is now. In fact, the con- 
trols should be removed in our opinion. 

Senator Ropertson. You want the Government to absorb more risk 
than it does now ? 

Mr. Brockpank. No. 

Senator Roserrson. In Virginia we cannot get any houses built in 
a critical defense area unless we have the Government take all the 
risk. Yet, all the people believe in State rights and private enterprise. 

It is a little bit difficult to reconcile the viewpoints. I do not know 
how you feel out in Utah about that, but I imagine you would like to 
have some additional Federal-aid money. 

Mr. Brocxpank. Well, sir, we are concerned about money, period. 
We just do not have any. 

As I understand this act, it would have no effect whatsoever as it is 
presently written, or as it is proposed i in getting money into our area. 
I do not think it he Ips us or changes it in any way. T he only program 
that we can suggest is that relaxation of controls would make it pos- 
sible without Government support to build more houses in lower- 
income brackets. 

Senator Roserrson. The testimony in our round-table discussion of 
the general mortgage situation was that we would likely have 800,000 
new units this year, and that is high. You are saying that 800,000 is 
not enough. If we take off all restrictions, we might have 1,000,000 
or 1,250,000, 

Well, of course, all the testimony before us is to the effect, first, 
that you do not have enough critical materials for that many houses; 
and, secondly, it would be definitely inflationary if you take off all 

credit restrictions and let this money flow that way. The third thing is 
th at everybody who can get a Government guaranty on a mortgage 
wants it. Then, if you should hit hard times and you do not make the 
expected profit, Uncle Sam will be holding the bag. 

Mr. Brocksank. Senator Robertson, in the case of controls, we do 
not anticipate or expect to exceed the attainable ceiling as set up by 
the Government, of 800,000 units. We donot think that the removal 
of these controls has anything to do with that because of the fact that 
the lack of mortgage money is going to settle the number of houses we 

can build. 

There is not sufficient mortgage money; so we cannot build more 
houses than that. 

Senator Rozserrson. Why should the Government step in and pay 
for some man’s wants who cannot pay for it himself? He has a dollar 
gap. He wants more than he can buy. That is usually right today. 
They are using more than they can produce and pay for and they call 
it the dollar gap. 

T do not see any difference between that dollar gap and any dollar 
gap if I spend more than I make. I would have a dollar gap, all 
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right, but I do not think it is the duty of Uncle Sam to fill my dollar 
gap. 

Mr. Brockpank. I believe these controls, Senator, are entirely in- 
volved in the matter of how much they pay down for payments, and 
they do not create more mortgage money, nor change our situation 
so far as mortgage financing is concerned, at all. 

Our problem, as we see it, is that the people in the low-income groups 
are not getting housing built for them under the present program, and 
we feel that the mass produc tion of housing in this country is necessary 
in order that the people in the low-income groups get low-cost housing. 
The builders cannot produce for people who do not have the money 
for down payments. 

Senator Roperrson. If you keep rents below what they are actually 
worth, people are going to use more space than they normally did, 
and theer is no doubt in my mind but what that has been one of the 
effects of rent control that we started in the early part of World War I, 
and continued to some extent right up to the present day. People 
are using more space than they ever did, and they want more space 
than they ever had. 

I do not think we would be doing any favor to a man in the low- 
income group to encourage him to use more space than he coud get 
by with, on an economic basis, and give him a mortgage that he cannot 
finance if he loses his job. If we have a tapering off of defense spend- 
ing, plenty of them are going to lose their jobs or they are going to 
work for less than they are getting now. 

You cannot tell me that a man can get his dollar’s worth now and be 
assured that it will still be a dollar’s worth in 5, 10, or 15 years, when 
he gets a chicken coop that costs him $8,000, or what you might call 
a home that costs him $20,000. 

He is just going over his head because the other fellow is doing it. 
“We will alwa ays have prosperity; we will always have a big income,’ 
somebody says to me, and I will get into that house now ‘and won't 
worry about how I will pay for it. 

If we are going to take care of profit enterprise and have a man 
draw his own weight in the economic system, we are not doing him 
any favor, in my opinion, to encourage him and urge him to rush 
headlong into an expensive home proposition which he would not have 
thought about 10 years before. And 10 years from now he will wish 
he had not thought about it now. 

Mr. Brockpank. Senator, I wonder if I could return to these sta- 
tistics for just a minute. I avould like to show you what has happened. 

The CHatmrman. Let me mention another thing this committee is 
confronted with. 

The Housing Authority has been talking to me as chairman, and 
the staff has been working, and it seems to me that if we keep up the 
present program this committee will have to consider the issuance of 
$1.5 billion additional for FNMA. 

That is what they are thinking about. There is nothing definite 
on it. 

Senator Rosertson. That is the Government taking the risk on $1.5 
billion. 

The Cuarmman. Otherwise, people will not buy. 

Senator Ronerrson. Senator Fulbright has a bill in increasing it 
only $50 million to take care of those designated critical defense areas 
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that could not otherwise be reached, where they made commitments 
on them and then could not live with them. 

The CHatrmMan. You go ahead. I just wanted you to think about 
what we are up against, too; it is not easy. 

You go ahead. 

Mr. Brocxpank. Mr. Chairman, I know it is not easy, and I know 
if anybody has the capacity to solve it you gentlemen have before 
you the best information there is. 

We are concerned entirely about the private home-construction 
program, and we are interested in trying to show you, to the best of 
our ability, what we think will produce the housing that we feel is 
necessary in the country, and we do not ask to exceed the 800,000 
units at all. Weare not interested in that. 

I would like to show you this chart. The red line [indicating] 
shows the starts of houses during 1950, showing how high this pro- 
duction went up for the various months in 1950. 

Then, in 1951, the green line represents the starts, and it went up 
right here [indicating] in June and then tapered off, and here in 
September the controls were relaxed on housing, and production went 
down during the rest of the year. 

Now, for 1952, this yellow line shows the starts, and it shows some 
upgrade inclinations. We feel that is caused by the fact that the order 
was announced that we were'going to have additional controls. NPA 
controls on critical materials. Every time the Government indicates 
to the building industry that they are going to have additional con- 
trols, the builders rush out and try to get some foundations in so that 
they won't be under those controls. 

Senator Rosertson. Is it not a fact that the highest level of new 
starts in the history of the Nation was 1950? 

Mr. Brocxpank. That is right. 

Senator Roserrson. And the next highest was 1951? 

Mr. BrocksanKk. That is right. 

Senator Rosertson. Do you know of any home-building outfit that 
ae not make more net profit before taxes in 1951 than it made in any 

ar prior to World War I? 

Mr. Brockpank. Well, the fact of the matter is, I do not have access 
to those records at all, but I do say this about our program: The 
home-building industry has undoubtedly benefited by the fact that the 
starts went up as they did. 

Senator Rorerrson. The significant part about that very increase in 
home building is the fact that the Government underwrote the mort- 
gages. Do you expect the Government to move that up and to move to 
a higher plateauevery year? Ifthe builder gets a good appraisement, 
he takes no risk at ali, and we keep going toa higher and higher level. 
Do you think there would come a time when it would just bust all to 
pieces? 

Mr. Brockrank. Senator Robertson, I would like to call your at- 
tention to the fact that the Government itself, under some segments, 
was after the home-building industry almost with a big stick, you 
might say, shortly before this red line developed as it did, indicating 
that we should build not up to 1.5 million but in excess of 2 million 
houses a year. 
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Senator Rosertson. If we carried out the program that I think wé 
ought to carry out and cut all Government expenditures to the bone; 
we can drop controls and then you can build all the houses you want, if 
you can find the money. 

Mr. Brocksank. That is right, and that is exactly what I want you 
to do, Senator. 

Senator Rosertson. And you will not build 800,000; I will guar- 
antee you that. 

Mr. Brockeank. I am with you 100 percent on that, but it will be 
purely a private-enterprise program—“get the money if you can.” 

Senator Frear. How many would you build under that program; 
do you think? 

Mr. Brockpank. Senator, I know we will not build 800,000, or I 
feel pretty confident that we will not. 

Senator Frear. We had a witness last week, I guess, Charles Freed 
from Salt Lake, whom you probably know. 

Mr. Brocksank. | know him very well. 

Senator Frear. As I remember, you were talking about no money 
being available. If I remember correctly, the Federal Reserve branch 
bank out at Salt Lake City gave a little bit higher average savings 
in that area than the national average, about 10 percent. 

Are not your banks about 10 percent above in savings out there? I 
do not know whether you can get savings out of these commercial 
banks. Maybe they have some restrictions on them. Maybe their 
loans are limited as far as buildings are concerned, or that part of 
their loaning portfolio may be filled, but there is money in the Salt 
Lake banks out there, about 10 percent better in the savings accounts 
than there has been. 

Mr. Brocksnank. Senator, there is a lot of money in the Latter-Day 
Saints’ church banks, of which they own three or four, but they do not 
invest in mortgages. 

Senator Frrar. You have the Walker Bank? 

Mr. Brocksank. It is not a Latter-Day Saints’ church bank. Their 
mortgage portfolio is kept full all the time. 

Senator Frear. You just cannot get any more when it gets full? 

Mr. Brocksank. That is right. “Marriner Eccles’ Bank also buys 
mortgages, 

Senator Rorerrson. Do you not have branches of the Bank of 
America and units of Trans-America, in Utah? 

Mr. Brocksank. No, sir: the Eccles group and the Bank of 
America, by agreement or otherwise, stay out of each other’s hair. 

The Cnarrman. But they get in the people’s hair, though, do they 
not ¢ 

Mr. Brocknanp. I would like to point out to you that in the year 
1952, so far, in January there were private starts of 64,800 units and 
3900 public unit starts, making a total of 68,000. In February there 
were 74.500 private starts and "2,500 public housing starts, making a 
total of 77,000 units. 

Now, that of itself raises a problem which we think you should 
take cognizance of, and that is that in the year 1952 it is assumed from 
the best figures we have available at this time that without some fur- 
ther curtailment one way or another, there will be approximately 
62,000 public-housing units started which, deducted from 800,000 goal 
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as set by the Government, would make about 738,000 private housing 


units started. 

That 738,000 units is 45 percent under the 1950 attained record, but 
at the same time the public-housing job is about 230 percent of what 
was done in 1950, 

We feel that it is going to be hard to justify to the little fellow who 
is trying to buy his house and pay his taxes at the same time, that we 
should build oyer 200 percent as many publicly financed houses as we 
<lid in 1950, but that the little fellow has to pay a large down payment, 
and he is not entitled to a low-cost house. 

The Caaiman. What is the 200 percent of? As I remember, Sen- 
ator Taft himself, when he discussed the public-housing bill on the 
floor of the Senate—if I am wrong, it should be taken off this record— 
stated that the number of public housing units that should be per- 
mitted to be built should be in the neighborhood of 10 percent. We 
did not have construction of public-housing units in 1948 to 1950, to 
speak of, and a 200-percent increase does not mean very much. 

Mr. Brockeank. I think there was in the neighborhood of 28,000 
units built under the old and new program in 1950 and a 62,000 unit 
job in 1950 would be about 230 percent. 

The Cuarrman. There was so little before that. Then the Congress 
materially reduced what was asked for. 

Mr. Brockpangk. And we have heard discussion that it may be 
reduced even more. 

The CHarrMaAn. I might be wrong in my figures, but it was reduced, 
I believe, from 135,000 to 75,000 or about 100 percent. 

Senator Roperrson. How about the fellow who has a $2,400 income 
and wants a $2,400 car? Will you take off all the restrictions or must 
he accumulate something before he can have the car? 

Mr. Brocksank. Senator, we are very much concerned about that 
little fellow because he is as good an American as anyone else. 

Senator Ropertrson. I am not questioning how good an American 
he is, but do you believe if he is a good American the Government 
should mpper him just because he is a good American, or should he 
support the Government ? 

Mr. Brocxpank. I do believe if he can come with 5 percent down 
on a house that he ought to have an opportunity to buy a house. That 
is exactly what I am trying to talk about. 

Many ‘of our builders, because they have found no down payments 
that is, the people in the low income group cannot make the high down 
payment presently required and are switching from low cost housing 
to higher cost housing where they can get the down payment. 

Senator Ronerrson. When did we develop this theory that if a man 

can make a down payment of 5 percent that he is entitled to most any 
kind of house he wants? It oy uinly was not true 30 years ago when 
I wanted to build a house. I did not find anybody who would build 
one for me if I had 5 percent. 

When did this theory develop that if you are a little fellow—of 
course, you must be little and a good American—then if you can put 

5 percent somebody has to give you a house? When did that theory 
come up‘ 

Mr. Brocksank. Senator, I am not sure when it developed; but I 
know that the whole theory of mortgage financing changed when we 
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came to the conclusion that we can have long-time amortization periods 
such as we presently have. It changed entirely when we concluded 
that if we got a monthly payment every month instead of paying off a 
mortgage once every 3 years or refinancing it, that we could make 
changes in our whole program of selling housing units. _ 

I think that we have done an excellent job of that by taking low down 
payments and long amortization periods. We have developed a pro- 
gram of building better houses than we ever built before. 

Senator Rozertson. If you can sell your 5 percent down payment to 
any bank or any mortgage company, more power to you, but if you 
are trying to sell it to the Government, that is something else. 

Mr. Brocxpank. I agree 100 percent. That is right. I agree. 

One other point I would like to make in this presentation is that 
we have heard—and I do not know just exactly where this comes 
from—that there is some feeling that if the controls as they were 
originally written were reimposed, that it would force money into 
defense areas. 

We feel that the evidence which was presented here during the round 
table a few weeks ago, in the discussion of mortgage financing, dem- 
onstrates that the mortgage bankers were fearful of the ghost town 
idea, of the never-never land as some of us called it, of the defense 
program not continuing over a long period, and I believe there is lit- 
tle evidence to show that mortgage money would flow into defense 
areas if there were controls kept on nondefense housing. 

I would now like to turn your attention for a few minutes to another 
part of this program which involves wage stabilization which we 
think it very important to call to your attention. 

Under the Wage Stabilization Act, as we understood it, we felt we 
were to continue the practices of the industry as we were when the 
act was put into effect and for the period from March 24, 1950, to 
June 24, 1950, in particular. 

Senator Roserrson. Could I take 1 minute to make a comment on 
a matter our staff brought to my attention? 

I am advised that testimony was received by the Rains subcommittee 
of the House that in the critical defense housing area of Cocoa-Mel- 
bourne, Fla., that private lenders in that area are requiring as a min- 
imum down payment $3,000 on a $7,000 unit. This is required despite 
the fact that title LX is in operation there. 

In other words, lenders in the conventional field are requiring much 
more security than what you are mentioning. 

Mr. Brockpank. I am amazed to hear that, Senator. 

Senator Rosertson. I am sure the law has nothing to do with that. 
That is their own idea about the margin of security they will need 
on a proposition that will run 10 or 15 years. 

Mr. Brockpnanxk. I would certainly like to have the opportunity to 
check into that. 

In the matter of wage stabilization, in the home-building industry 
a practice has grown up in two directions. No. 1, that in order to 
make our housing better than we have been able to build it in the past, 
many of our builders over the country have been paying their finished 
carpenters, for instance, or their very best painters or their best ce- 
ment finishers some small compensation over the area rates that existed 
in the particular area in which they lived. 

—— ScHorrreL, In other words, those were bonus payments 
then ? : 
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Mr. Brocxpank. That is right, for better work. 

We have felt that a finished carpenter in a home was a man who 
almost was a craftsman for a house, entirely separate from an ordi- 
nary carpenter. 

We have also in many areas, in order to make it possible for men 
to earn a better wage, set up incentive wages. 

We have done it in this way: Some of our builders have figured out 
how much it should cost to do some particular part of the work in a 
house. Let us say the painting. They have called in their men who 
in many cases have been with them for many years and they said, “Now 
we've set up so much”—and generally the men agreed to the amount— 
“We have set up so much that it will cost to paint this house. We are 
willing to set that aside to you, you painters”—if there are three or 
four, no matter whatever it is—‘and if you can better that amount, 
O. K., you get some incentive pay for it.” 

Senator Scnorrret. That would mean, of course, you are bidding 
up the wage rates and the wage schedules, would it not? If you go 

right to the nuckle of this thing, that is what it would amount to? 

“Mr. Brocknanx. That is possibly true. 

Senator Scuorrren. Then, how can you have wage stabilization if 
you do that ¢ 

Mr. Brocxpanx. Well, Senator, this is something that has been in 
effect for many years. I can see the problem. Do not misunderstand 
me, 

Senator Scnorrret. I am looking at it from our standpoint over 
here now, as it relates to the wage stabilization picture. 

Mr. BrocksanKk. Well, how can you give men an opportunity to do 
a better job for you in faster time unless you give him something _ 
it? Men do not do exceptional work just for honor, they do it be- 
cause they can benefit their income, or they can get something as a 
result of having put forth the effort. 

Senator ScuorrreL, But I am going a little further than that. I 
am going to the over-all policy that is involved here. That would 
mean that you as a home builder, now, as I see it here, would want 
to continue to pay bonuses, but would you want that then to follow 
on clear through the entire industry and the other types of activities 
in the fields of construction, contracting, and all these various, sundry 
and related projects ! 

Mr. Brocxnank. I do not think that should be the case at all. I do 
not think that under the W age Stabilization Act any new program 
should be brought in at all but I do feel that if I have a man who has 
worked for me, as I had—I had five finished carpenters working for 
me, and I hesitate to use my own case but it is easier for me to explain 
it, who had been with’me in varying years, from 5 to 12 years and I 
have paid those men a few cents over the hourly rate in our area for 
doing an exceptional job. 

In addition to that, I gave those men a little Christmas bonus and 
I gave them 2 weeks vacation. I always felt that by so doing they 
went down to California or Texas or somewhere and they saw new 
ways of building houses and they would come back with new ideas and 
that I was benefited. 

Senator ScnHorrren. I say that is all commendable, but why limit 
it only to your field? Do you not think it ought to be broadened so 
that the other aspects of the building industry and related industries 
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on the contracting side and the supplier side should do the same thing, 
or should be permitted to do the same thing. 

Mr. Brockpank. I see no reason why they should not. 

The CnHarrman. How about the automobile industry and the tele- 

vision industry and everything else ? 

Senator Scnorrren. If we do that, where are we going to stop on 
this wage-stabilization picture? I am talking from our standpoint 
now as to the problem. 

Mr. Brocksank. Senator, I think we should stop at whatever was 
in existence when the law went into effect. 

Senator Scuorrrer. Then that gives that segment of the building 
industry—peculiarly your situation now, and with that I have no 
quarrel—if you broaden the base, or if you broaden the opportunity, 
a preference then; does it not? 

Mr. Brockrank. I do not know that it does. The men who work 
for most builders are not new men coming into industry and neither 
are they transient people. They are people who have been with us 
for many years, as in my own case. 

We are attempting to try to make those people a firm part of 
industry and not just something that we buy like boards. 

Senator Scuorrret. I grant that, but the point I am making is 
that if you want to resolve it yourselves, in your particular segment, 
then it should be broadened to permit the same type of ratio ‘to the 
other related industries that tie into this big building field. 

I understand with that you have no quarrel. 

Mr. Brocknank. We have written a little statement that we felt 
might apply to an amendment to section 402 (d) (2) here. 

Senator Rorerrson. Before you read that let me see if I under- 
stand what you say about giving a little above the going rate and a 
little bonus. 

I have a friend who is a home builder in Virginia. He was build- 
ing about 300 units and all of a sudden he got a demand for a tre- 
mendous wage increase which he knew he could not meet. The men 
were just killing time on the job and he knew what those workers 
were capable of producing and he knew what he was getting. He 
made them a proposition per unit, that if they produced a unit in a 
certain time he would give them a certain price which was away above 
the wage increase that they had asked, and they accepted it. He told 
me that he made good money on that proposition because they then 
really went to work and turned out far above what he had been 
getting. 

Your theory is not to just give people automatic increases but to 
give them production incentives. 

Mr. Brocknank. Senator, the thing we are trying to point out to 
you is that under the Wage St: abilization Board program there has 
been set up what is called the Construction Industry Stabilization 
Commission. 

Under their regulation 1 issued by that Commission, it is phrased in 
such a way as to make illegal, wage practices which have been standard 
in the residential building construction industry for years. And we 
were not represented when that act was passed and we understood 
the Congress when they passed the Defense Production Act to set 
forth that we specifically should be represented. 

Now the housing industry is the largest segment of the construction 
industry and we were not represented at all, and our voice was not 
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heard. We have asked that it be heard and it has been denied so far. 

Senator Scuorrret. Let me ask you this, though, in connection with 
that: Have you had any applications in there that have been denied ? 

Mr. Brocksank. We first sent in an application, Senator, and I am 
not sure whether it was denied or whether we were advised to do it 
by a different method, but we made an appeal to the President of the 
United States for a change in the program, and the President, I as- 
sume, passed it to the various committees involved, but up to this date 
we have no results from it. 

Senator Scnorrre.. I would be interested to know whether your 
applications have been denied. If they have not been denied, and if 
you have had relief granted you and you are continuing to go ahead 
with them, then I cannot see where you have been hurt, if we look 
at this wage-stabilization picture as a stabilizing proposition. 

Mr. Brocksank. As far as I know it has not been denied, but we 
felt we were not getting anywhere with our presentation and investi- 
gations are going on all over the country of our builders in accord 
with that regulation which we feel is going to damage our industry 
very seriously. 

Senator Scuorrre.. The point I want to make is this, that the other 
segments of this building field then should be given the same right. 
In other words, I have a strong feeling if we are going to administer 
an act or write an act that it should be impartially administered. 

Mr. Brocxsank. I think so. 

Senator Scnorrren. If these bonus payments, such as you have been 
talking about here, relate themselves to your particular segment of the 
building industry, then there is no reason why it should be denied to 
the others. 

Do you agree with that general premise ? 

Mr. Brocknank. There is a reason why it fits our industry and may 
not fit the other. 

The heavy construction industry, Senator, generally hires a group 
of men and holds them for a job and when the job is finished they 
release them. 

When we hire men they stay with us for years. 

Senator Scuorrren. Now, just wait a minute on that. I am no 
expert but 1 want to challenge that for this reason: Suppose a con- 
tractor who is a diligent pursuer, has this segment of his operations 
to adapt and relate to this project here, he may have four or five or six 
in mind that he has his men geared to, that may come in, as they are 
ready for development in some other area. 

Now, he may want to keep his skilled men there. He may want to 
pay them a bonus. He may want to give them this little incentive 
that you are talking about. 

I think in all fairness he has just the same right, looking forward, 
to keeping his skilled operators for his projects in the future, as you 
people have, and with that point in mind I ask my questions. 

Mr. Brocknank. As far as what you have said is concerned, Sena- 
tor, I think there is no question but what if he wants to keep them he 
should be given the same right. We are not entitled to anything that 
other people are not entitled to. 

The point I was trying to make is that the heavy construction indus- 
try generally does not operate like the home-building business. It 
operates entirely differently because the heavy-construction industry— 
let’s take men who build buildings—often they will build one in Wash- 
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ington; they might build the next one in some other city. They pick 
up people from that area. They do keep a few people around them 
undoubtedly 

Senator Scnorrrer. That is the group I am wondering about. I 
know contractors and I know building people in my own State, in my 
own area. They have those keymen with the know-how and with the 
short-cuts from experience. They go around all over the country. 
They see these new involved practices and that nucleus of men in that 
construction organization are the men who set the pattern for hitting 
the ball. 

Now, when they want to pay those people additional bonuses or in- 
centive payments, they should not be precluded. 

Mr. Brocksank. But, Senator, in lieu of an emergency situation 
which we understand the Defense Production Act attempts to take 
care of, we have no quarrel with the fact that that which was in effect 
when it starts its operations should not be tampered with and at the 
same time new incentives should not be added after that time. 

What we do quarrel with are these four parts here. We feel that un- 
der section 402 (c), 402 (d), 402 (g), and 404 that these things happen: 
These sections required consideration to be given comparable com- 
pensation prevailing during the period May 24, 1950, to June 24, 1950. 
They prohibit the stabiliz: ition of compensation at less than that paid 
during such period. They prohibit compelling a change in business 
practices of industries affected, and they require consultation with 
representatives of industries affected, and we think those things should 
be taken into account. 

That was not done and I am informed since I have been talking to 
you that the request which we made under this wage-stabilization pro- 
gram has been denied. I did not know that when I started. 

At this time we would like to suggest this to you, that if a semi- 
colon were added after the word “inclusive”’— thi at is on page 12 of 
the Defense Production Act, paragraph 2—it says, “no wage, salary or 
other compensation shall be stabilized at less than that paid during 
the period from March 24, 1950 to June 24, 1950, inclusive.” 

Now, we think that after the word “inclusive” we feel that that is 
good English language and we can understand it already, but if it were 
needed to make it more firm, that we could say, “nor in any other 
manner than by fixing a percentage which may be paid over that paid 
during said period, or a stated base period subsequent thereto by the 
individual employer, except upon a showing of special circumstances 
by application of the employer to the agency administering this title,” 
that if that was done then it would be impossible for the changes i in our 
business to be effective as they presently are. 

Senator Scnorrret. You think that that would be sufficiently broad, 
then, to give the other phases of this industry the protection that they 
think they would be entitled to on some of these incentive payments? 

Mr. Brocxpank. That is right. 

Senator Scnorpre.. I am going to be very frank with you; I will 
take a good look at that. 

Mr. Brockspank. We want you to. 

The Cuarrman. We thank you very much for your testimony. 

Mr. Brocksanx. Mr. Chairman, we have appreciated the oppor- 
tunity very much, sir. 

(The prepared statement of Mr. Brockbank follows :) 
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STATEMENT OF ALAN E. BROCKBANK, PRESIDENT OF NATIONAL ASSOCIATION OF 
HoME BUILDERS 


My name is Alan E. Brockbank. I am an active home builder in Salt Lake 
City, Utah, and appear before you today as president of the National Association 
of Home Builders. As this committee knows, the association is the trade organ- 
ization of the private-home-building industry. Its membership is currently 
over 25,000 grouped in 195 afliliated local associations. We estimate that our 
members build approximately 80 percent of the new housing produced in metro- 
politan areas. 

We are interested in two features of S. 2645, one of the bills before you—First, 
real-estate credit controls, and second, wage stabilization. 


I. REAL-ESTATE CREDIT CONTROLS 


This bill not only would extend real-estate credit controls but, in addition, 
seeks to repeal the action of the Congress taken last September, as part of the 
Defense Housing Act of 1951, which limited their operation on the financing of 
new homes costing $12,000 and under. 

Section 104 (b) of S. 2645 would strike the provision which currently restricts 
maximum down-payment requirements on home loans made or guaranteed by 
Veterans’ Administration. Similarly, section 104 (c) would strike the provision 
which restricts down-payment requirements on home loans not made or guaran- 
teed by Veterans’ Administration and which also prohibits a maximum mortgage 
term less than 25 years. 

Last year before this committe we stated that the original reason for real- 
estate credit controls no longer existed. At that time we stated that the exces- 
sively easy mortgage credit of 1950 was no longer obtainable; that mortgage 
financing had already been thoroughly deflated; and that the clear indication 
was that the supply of mortgage funds would not be in such volume as to cause 
any credit-inflation problem. We pointed out that the controls then in effect 
were unduly affecting the average man who could afford at best a moderate-cost 
house. We suggested that, at the very least, credit controls should be eliminated 
in those price ranges which the average man, and particularly the average vet- 
eran, could afford. 

While the Congress did not go all the way with our suggestions, it did sharply 
reduce the impact of credit controls upon houses up to $12,000, particularly as to 
down-payment requirements for veterans’ financing. Its action was contained 
in the Defense Housing Act of 1951, approved September 1, 1951. Sections 104 
(b) and 104 (c) of the bill now before you seek to repeal that action. 

There is far less reason today to fear inflation in mortgage credit than when 
the Congress passed the provisions which this bill would repeal. We believe that 
this committee should remove real-estate controls entirely. 

This committe is no doubt even more keenly aware than we of general eco- 
nomie developments which have become particularly evident during the past 
few weeks and which indicate considerable uncertainty in the forthcoming busi- 
ness picture. In the purchase of housing, as in other expenditures, the American 
public by and large has conducted itself with caution and sound common sense. 
Thereby the threat of inflation has largely, if not entirely, been overcome. We 
believe that the problem in the coming months will be rather to find and encour- 
age markets in many lines of business than to restrict them further by controls. 
In our opinion, the time has come when we may again safely rely upon natural 
forces to avoid excesses in real-estate credit, as well as in other fields which 
have been under control since the summer of 1950. 

In addition to the reason afforded by the general economic background, there 
are special reasons why control of real-estate credit is no longer needed. Lenders 
are automatically exerting a braking action. When we add to this the increas- 
ing conservatism shown by home buyers and the limitation of housing starts 
by restrictions on the use of materials, the need for controls on real-estate credit 
entirely disappears. 

Only a few weeks ago this committee heard at length a complete discussion of 
the mortgage-financing outlook. That testimony certainly conclusively disproved 
the possibility of any inflation in mortgage credit. Regardless of the reasons 
advanced by witnesses at that hearing or their suggestions with respect to solu- 
tions for current mortgage-financing problems, the testimony was unanimous that 
mortgage credit is not being freely extended. 

This is confirmed in the quarterly publication of the Housing and Home 
Finance Agency entitled “Housing Research,” winter issue 1951-52, which at 
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page 7, in commenting that new housing starts in the second and third quarters 
of 1951 were down sharply over the previous year, says: “These changes cannot 
be attributed solely to credit restrictions nor can the effects of credit restrictions 
be isolated. Rather the changes occurred as a result of a complexity of factors, 
including the tight mortgage-money situation. The latter facor may have been 
just as much or more responsible than credit restrictions for the developments in 
the housing and mortgage markets which are discussed.” 

While the period covered by this survey terminates September 1, 1951, the 
date of approval of the provisions hereby sought to be repealed, the figures on 
housing starts from September 1, 1951, to date clearly refute any implication 
that the loosening of credit terms on houses up to $12,000 stimulated volume 
in any way. For the month of September 1951, starts were 95,300. They then 
dropped steadily for the remainder of the year to a low of 60,900 in December ; 
for the month of January 1952, the figures are 64,800 privately financed starts 
and 3,200 public housing. Comparison with previous years shows this to be a 
normal seasonal pattern and carries forward the sharp reduction in volume under 
previous years. 

What, then, is the necessity for the restoration of controls or, for that matter, 
for their continuation with respect to any price bracket? 

We have heard it suggested that credit controls be used to restrict housing 
in nondefense areas and thereby induce a larger flow of mortgage money into 
eritical defense areas. We think it is clear that any such attempt will fail of 
its purpose and, in addition, will run the serious risk of disrupting the normal 
pattern of home production at the very time when our economy can least stand 
shocks of that nature. The record of past attempts at turning home production 
on and off by fiat clearly proves that results cannot always be anticipated. A 
limitation on mortgage credit in nondefense areas will not necessarily cause a 
flow of funds into defense-area mortgage financing. Mortgages compete with 
other investments available to lending institutions. 

It is difficult to understand why private residential mortgage credit requires 
control while simultaneously the Federal Government is encouraging the issuance 
of public-housing bonds and undertaking the direct expenditure of huge sums 
for public-housing subsidy. From July 1951, to date, $465,000,000 of public- 
housing bonds, tax exempt and in effect guaranteed by the Federal Government, 
have been offered in the investment market, thereby soaking up funds which 
might otherwise flow into private mortgages. We understand that further offer- 
ings will be made totaling approximately $500,000,000 in 1952. Regardless of 
the sociological arguments for the public-housing program, the cold fact remains 
that the huge amount of money which it absorbs from the private-investment 
market competes with funds available for private building. The 800,000 figure 
announced recently by the Housing and Home Finance Administrator as a limit 
on total housing production during 1952 includes at least 62,000 public-housing 
units and less than 738,000 privately financed. This represents a decrease of 
45 percent in private-housing production under 1950 but an increase of about 230 
percent in Federal public-housing starts as betwee nthe two periods, Under these 
circumstances, we submit, those self-supporting citizens who want to buy their 
own homes will have difficulty in understanding why credit available to them 
for that purpose should be limited while the Government pumps hundreds of 
millions of dollars into the credit stream for tax-supported housing. 


Il. WAGE STABILIZATION 


The bill (S. 2645) would extend, among other provisions of the Defense Pro- 
duction Act, the wage stabilization provisions. We have no quarrel with these 
provisions as such, nor with their extension as part of other controls if the 
Congress feels that the Defense Production Act should be continued, 

However, we wish to bring to the attention of this committee a serious situa- 
tion affecting the entire home-building industry which arises out of the manner in 
which the wage stabilization provisions of the act are administered. 

As this committee undoubtedly knows, the Wage Stabilization Board has 
established the so-called Construction Industry Stabilization Commission to ad- 
minister wage stabilization in the entire construction industry, including heavy 
construction as well as residential building. Without taking this committee's 
time with technical details, regulation I issued by that Commission is phrased in 
such a way as to make illegal certain wage practices which haye been standard 
in the residential construction industry in many areas for years. This is done 
through the prohibition of incentive pay above area maximum wage rates estab- 
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lished by the Commission. Representatives of the home-building industry were 
not consulted in the drafting of this regulation. 

The Builders Association of Metropolitan Detroit, an affiliated local of our 
association, more than 2 months ago filed a protest with the President as pro- 
vided in the statute. The national association, together with 56 of our local 
associations, have filed supporting petitions. No relief has been obtained to date. 

This regulation was established without consultation with residential home 
builders, who are the largest single segment of the construction industry. We 
think it is not only poor administration but, for a number of reasons, illegal 
under the provisions of the wage stabilization sections of the Defense Production 
Act. As stated in the protest, this regulation, in our opinion, violates four 
separate sections of that act, sections 402 (c), 402 (d) (2), 402 (2) and 404. 
These sections respectively require consideration to be given to comparable com- 
pensation prevailing during the period May 24, 1950, to June 24, 1950; prohibit 
stabilization of compensation at less than that paid during such period; prohibit 
compelling a change in business practices of industries affected ; require consul- 
tation with representatives of industries affected. 

We believe that this portion of the Defense Production Act can be materially 
strengthened in order to more fully accomplish the general purpose expressed in 
the act of avoiding regulations which do violence to established practices. With 
the permission of the committee, we would like to submit an appendix to this 
statement containing suggested amendments for that purpose. 

We feel, however, that the committee should be fully advised of this situation, 
of our attempts to receive administrative consideration, and of our firm intent, 
should it prove necessary, to press an appeal in the courts. 

We feel that this committee is aware that it has and will continue to have the 
full cooperation of the home-building industry and of the National Association of 
Home Builders in its program to further the defense effort and avoid inflation. 
This committee will realize, therefore, that our objection to the action of the 
Construction Industry Stabilization Commission has been taken only after full 
consideration of all the circumstances involved and of the serious implications 
for our industry if this regulation is not appropriately modified. 


Official Bureau of Labor Statistics’ figures on total annual production of housing 
units, 1950 to date 


Private Publie Total 
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June P : 2 ‘ 144, 300 
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August nemaiennt ‘ ; 141, 900 
September 129, 600 
October . ec 102, 500 
November : : . , 87, 300 
December ; 93, 600 
Riis a dig tien 4 : 1, 396, 000 
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September __... si Pettis 95, 300 1, 100 96, 400 
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NATIONAL ASSOCIATION OF HoME BUILDERS, 
Washington 6, D. C., March 20, 1952. 
Hon. Burnet R. MAYBANK, 
United States Senate, Senate Office Building, 
Washington, D. C. 

Dear SENATOR MaysBANnk: I respectfully request that the enclosures be added 
to and form a part of my testimony of March 18, 1952, before the Banking and 
Currency Committee on S. 2594 and S. 2645. 

In my said testimony I called attention of the committee to the fact that 
regulation 1 of the Construction Industry Stabilization Commission, in its effect 
upon the home-building industry, violates four separate sections of the Defense 
Production Act, which act these pending bills would extend. 

As stated in my testimony, this regulation, contrary to the provisions of the 
act, stabilizes wages in the home-building industry at less than that paid during 
the period May 24 through June 24, 1950, and compels a change: in business 
practices of this industry. 

I am informed that the protest of this industry to the Wage Stabilization 
Board has been rejected. Accordingly, in my testimony I suggested an amend- 
ment as follows: 

“Amend section 402 (D) (2) by adding a semicolon after the word ‘inclusive’ 
and the following, ‘nor in any other manner than by fixing a percentage which 
may be paid, over that paid during said period or a stated base period subsequent 
thereto, by the individual employer except upon a showing of special circum- 
stances by application of the employer to the agency administering this title.’ ” 

This would clearly forbid the present course of the Wage Stabilization Board 
with respect to the home-building industry, while permitting whatever type of 
stabilization pattern might be found more advisable with respect to other seg- 
ments of the construction industry. 

It is requested that this letter and the enclosed material be incorporated into 
the record of the hearings on the stated bills. 

Further, I enclose for incorporation into the record a copy of a telegram 
from the chairman of the employer-employee relations committee of the Na- 
tional Association of Home Builders commenting upon the most recent action of 
the Construction Industry Stabilization Commission in permitting certain wage 
increases. This action, while the protest of this industry was before the Com- 
mission, is evidence that we cannot look to the Commission or the Wage Stabili- 
zation Board for relief from a situation, in violation of existing law, which has 
caused chaos in employer-employee relations in the home-building industry. 

Respectfully yours, 
ALAN E, BrocKBANK, 
President, National Association of Home Builders. 
Enclosures (10) 


BurILpEerRS ASSOCIATION OF METROPOLITAN Derroir, 
Detroit 26, Mich., March 11, 1952. 
Mr. NaTHAN P. FEINSINGER, 
Chairman, Wage Stabilization Board, 
Federal Security Building, South, 
Washington 25. D.C. 


Dear Mr. FernstIncer: In accordance with your request, I am submitting 
herewith a statement of the problem which we outlined to you in our meeting 
on Thursday, February 21. I am also recapitulating the events which led up 
to that meeting, and enclosing copies of all documents and letters relating to the 
situation. 

Briefly the problem is as follows: 

Home building is as different from commercial construction, in many respects, 
as textile manufacturing is from home building. CISC Regulation 1 may be 
tailor-made for commercial construction, but it completely ignores traditional 
wage practices prevailing in home building. 

CISC Regulation 1 permits payment of no more'than the area rate (in most 
instances the negotiated union contract hourly rate). Compliance with this 
regulation would force home builders in Detroit, and in many other areas in 
the country, to cut the compensation of their mechanics below that which they 
received prior to the Korean war. 

Specifically, home builders will be forced to cut from their mechanics’ compen- 
sation one or more of the following: 
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(a) Payments for individual merit in excess of union contract hourly 


rate. 
(b) Payments of a share in the profits of the builder paid periodically or 
annually. 


(c) Payments of a fixed sum for each completed unit of work, paid on 
completion of work, or periodically or annually. 

(d@) Payments of a fixed sum for a unit of work which is completed 
within a specified time. 

(e) Payments of a fixed sum, or specific cents per hour, or dollars per 
week, for use of power tools which are owned by the mechanics. 

(f) Paid vacations. 

(g) Payments of premiums for life insurance or comprehensive insurance. 

(h) Payments of a percentage of the cost of the unit of work, paid upon 
completion of the work. 

(i) Payments of guaranteed annual wage. 

(j) Payments of miscellaneous other incentives and bonuses. 

(Some of the above payments are made either to the individual worker, or to 
the spokesman for a crew, who in turn divides the money among the individual 
crew members. This so-called spokesman or contractor works with the tools on 
the job. He seldom buys his own material, but sometimes pays the unemployment 
insurance and social security taxes for the crew members. Sometimes the builder 
makes such payments. ) 

In order to avoid destruction of these traditional wage practices and the 
consequent impairment of existing employee-employer relationship, home builders 
request, that pending issuance of a proper wage regulation, wage stabilization in 
the home building industry should be under the general wage regulations of the 
Wage Stabilization Board and not under the Construction Industry Stabilization 
Commission Regulation 1. 

Further, that in promulgation of any regulation affecting this industry—a 
home builder should sit as an industry member of the Wage Stabilization Board. 
If, after issuance of an appropriate regulation, wage stabilization for home 
builders is placed under the Construction Industry Stabilization Commission, 
then home builders should have full representation of that Commission. 

Very truly yours, 
IRvIN H. YACKNESS. 





RECAPITULATION OF LETTERS, MEETINGS, AND DOCUMENTS RELATING TO WAGE 
STABILIZATION IN THE HoME BUILDING INDUSTRY 


On May 10, 1951, Mr. William J. Tobin, Jr., addressed a letter to the Chairman 
of the Wage Stabilization Board in which he requested that the National As- 
sociation of Home Builders be represented in preliminary deliberations pur- 
suant to the creation of any special board for wage stabilization in the construc- 
tion industry. He also set forth in his letter that in the event such a board was 
appointed, a representative of the home builders be given equal status with other 
members from labor, the public, and other segments of the industry. 

In October 1951, Mr. John Harrison, chairman of the labor committee of the 
Builders Association of Metropolitan Detroit, and Irvin H. Yackness, general 
counsel for this association, called upon Mr. James D. Marshall, industry mem- 
ber of the Construction Industry Stabilization Commission in Washington, re- 
garding their concern that CISC Regulation 1 would make illegal wage practices 
which have prevailed in home building, or would necessitate actual reduction in 
wages, 

Mr. Marshall expressed the belief that home builders, by using incentives and 
paying over the union rate, have been pirating mechanics for many years, and 
that it was high time that the practice was stopped. He said he would do noth- 
ing to assist home builders in bringing the matter before the Commission, but 
that on the contrary, if it did come before the Commission, he would do everything 
possible to resist any change in the regulation. 

Mr. Harrison spoke to Mr. R. J. Gray of the AFL, who is also a member of the 
Construction Industry Stabilization Commission. The same day Mr. Harrison 
and Mr. Yackness met with Mr. Russell D. Cooley, who was then a public mem- 
ber of the CISC. Mr. Cooley promised to bring the matter before the Com- 
mission, but apparently before he could do so, resigned. 

Om December 5, 1951, Mr. Earl C. Doyle, executive vice president of the 
Builders Associations of Metropolitan Detroit, conferred with Mr. Thomas G. 
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Kalis, Cochairman of the Construction Industry Stabilization Commission, and 
outlined to him wage practices as they prevail in the greater metropolitan 
Detroit area. 

On December 13, a telegram was sent to Mr. Isaac Groner, general counsel of 
the Wage Stabilization Board, asking whether or not residential builders could 
continue to pay building mechanics compensation which they were paying at time 
of promulgation of Regulation 1 of CISC where such compensation was in ex- 
cess of area rates or whether or not the compensation had to be reduced to area 
rates even though employees had been receiving such compensation prior to the 
Korean war. 

Mr. Leonard Appeal, counsel for the CISCO, on December 26, sent a reply tele 
gram in which he stated that his office was “of the opinion that section 3 of the 
CISC Regulation 1 would have normal application.” 

On December 26, 1951, the Home Builders filed with President Truman, a 
protest of regulations and orders. 

On January 2, 1952, acknowledgment was received from the White House, 
stating that the protest had been forwarded to the Chairman of the Wage Stab- 
ilization Board. 

In January 1952, home builders made arrangements to have Mr. Archibald 
Cox, co-chairman of the CISC, attend the convention of the National Association 
of Home Builders. It was felt that the best way to prove the allegations in 
the protest was to provide Mr. Cox with the opportunity of talking to home 
builders from all sections of the country and make it possible for him to in- 
terrogate them as to their actual wage practices. While in Chicago, Mr. Cox 
had lengthy conferences with Mr. Edward W. Pratt, president of the Builders 
Association of Metropolitan Detroit, Mr. Arvid Peterson, director of that asso- 
ciation, Mr. James Rossin, vice president, and Irvin Yackness, general counsel 
for that association, Mr. Joseph Vatterott of St. Louis, and chairman of the labor 
committee of the National Association of Home Builders, Mr. Alan Brockbank, 
president of the National Association of Home Builders, and many other builders 
from all sections of the United States. 

Shortly after the conferences in Chicago, Mr. Cox informed the Home Build- 
ers that it was his opinion that general exception to CISC regulation 1 could 
or should be formulated, but that he was willing to discuss the matter further. 
Arrangements were therefore made for Mr. Joseph Vatterott, Mr. John Harrison, 
Mr. Yackness, and Mr. Schaefer to meet with Mr. Cox in Washington on Feb- 
ruary 19. After a 6-hour conference, Mr. Cox remained firm in his position that 
no general exception to CISC regulation 1 could or should be formulated. 

On February 13 concurrences in the protest from 55 local affiliated associations 
of the National Association of Home Builders from 19 States were filed with 
the President of the United States. 

On February 20, a conference was held with Mr. Robert L’Heureux, general 
counsel for the Joint House and Senate Committee on the Defense Production 
Act, and he was furnished with statements by home builders from various parts 
of the country including Miami, Fla.; Salt Lake City, Utah; St. Louis, Mo.; 
Detroit, Mich.: and Des Moines, Iowa, setting forth their traditional wage prac- 
tices as well as copies of the protest. 


STATEMENT CONTAINING INFORMATION WHICH BUILLDERS ASSOCIATION OF METRO- 
POLITAN Derrorir WISHES CONSTRUCTION INDUSTRY STARILIZATION COMMISSION 
To CONSIDER 


On November 6, 1951, the Associated General Contractors of America, Detroit 
Chapter, Inc., and the Carpenter Contractors Association jointly with the Car- 
penters District Council of Detroit and vicinity (AFL), filed CISC, form I, being 
“application for the establishment and/or of an area rate.” 

This statement is filed by the Builders Association of Metropolitan Detroit 
pursuant to section I of the Construction Industry Stabilization Commission regu- 
lation I, which provides “any interested person may file with the commission 
a statement containing any information, or arguments, either of fact or law, 
which he wishes the commission to consider in acting on the application.” 

The Builders Association of Metropolitan Detroit is a private, nonprofit cor- 
poration organized under the laws of the State of Michigan in which member- 
ship is wholly voluntary. The association membership presently consists of 
approximately 400 home builders who do business in the metropolitan area of 
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Detroit. Among other functions the association represents its members in 
limited collective bargaining with various trade-unions. 

In the Detroit area approximately 12,000 carpenters are employed in the con- 
struction industry. The majority of the carpenters work on residential con- 
struction and in the employ of the home builders who are members of this associ- 
ation. These carpenters are generally a separate and distinct group from those 
working on heavy construction, employed by contractors who are largely mem- 
bers of the Associated General Contractors of America, Detroit Chapter, Inc., 
and the Carpenter Contractors Association. ‘There is little, if any, movement 
of carpenters between residential building and heavy construction. Unlike in 
heavy construction, the employment relationship in residential building is gen- 
erally permanent and continuing. 

At the present time, and for an indeterminate period of years prior hereto, 
wage practices also have been different in the residential building industry from 
those prevailing in the heavy construction field. The wage practice in residential 
building in this area has been generally as follows: 

The Builders Association of Metropolitan Detroit negotiates a collective-bar- 
gaining agreement with the Carpenters District Council (AFL) which provides 
for a minimum rate. Many individual association members customarily have 
then established with individual carpenters rates above the minimum. The 
deterinination of these rates has resulted from the individual relationship exist- 
ing between the home builder and his carpenters based on the individual car- 
penter’s past service, his skill, proficiency, ingenuity, reliability, and loyalty. 
This practice prevails with respect to all classifications including foremen, layout 
men, journeymen, and apprentices. Historically increases of the negotiated 
minimum rate have been paralleled by the same increase in these individual 
differentials. 

Thus, there is actually an absence of an area rate in the home-building industry 
in metropolitan Detroit. 

Establishment of the minimum negotiated rate as the area rate, as requested 
in the application filed by the local AGC Chapter, et al. referred to in the first 
paragraph hereof, if made applicable to residential building would require in 
many instances home builders to actually reduce the carpenter’s pay. It is 
our understanding of wage-stabilization policy, as contained in the Defense Pro- 
duction Act of 1950 as amended, that it is not intended to actually reduce the 
income of any person. 

Therefore, because of the special characteristics, including wage practices, 
which differentiate residential building, from heavy construction in metropolitan 
Detroit, any action in establishing area rates for metropolitan Detroit should 
be made in contemplation of these historical differences ; and, proper provision 
should be made for preservation of individual mechanic’s pay differentials in 
residential construction. ; 

It is not contended that the established individual differential rate should re- 
main in effect longer than the continuance of the employment relationship in 
existence at the time of the promulgation of regulation I of the Construction 
Industry Stabilization Commission. 

In the effort to present this matter as concisely as possible, this statement has 
been limited to the bare minimum of facts. We believe that on a matter so 
complex and so vital to this industry and to the economy of this area, that 
further explantation should be made. Since, too, any written presentation of 
such a situation may be inadequate to answer all questions which might be 
raised by the commission, it is requested that pursuant to section 7, paragraph 
e of regulation I, the commission grant an oral hearing in connection with the 
application referred to in the first paragraph hereto. 

Respectfully submitted. 

IrvIN H. YACKNEsS, General Counsel. 





May 10, 1951. 


Dr. Grorce W. TAYLOR, 
Chairman, Wage Stabilization Board, Washington, D. C. 
Dear Mr. Tayitor: We have been advised that a subcommittee composed of 
Dr. John R. Dunlop, Mr. Harry Bates, and Dr. Richard Doherty has been ap- 
pointed to consider the advisability of establishing a special board to dispose of 
wage problems arising in the construction industry during the mobilization period. 
We officially request that the National Association of Home Builders be repre- 
sented in any preliminary deliberations pursuant to the creation of such a special 
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board or committee, and we also request that in the event such a board or com- 
mittee be appointed, qualified representatives of this industry be given equal 
representation with other members from labor, the public, and the industry. 

The National Association of Home Builders embraces in its membership nearly 
20,000 employers in the residential construction field. At the present time we 
have affiliated with us, 170 individual, local home builders’ associations in the 
larger urban centers of the country. Since 1945, it is conservatively estimated 
that our members have been responsible for the construction of approximately 
75 percent of all new residential units built in the urban areas of the United 
States. The residential construction industry has provided steady employment 
since 1945, for more building- and construction-trade mechanics anl laborers 
than all other segments of the building field combined. 

It is significant to note that approximately 70 percent of our members build as 
a predominantly union operation. In many of the larger cities, our local home 
builders’ associations directly negotiated wage contracts and working rules and 
regulations with the basic building-trade unions. In many others our affiliated 
local associations collaborate with employer’s representatives from other 
branches of the construction industry, such as the associated general contractors, 
local subcontractor associations, local industry employees council, and the like, in 
the negotiation of such agreements. It has also been responsible since 1945 for 
a greater dollar volume of new construction put into place than all other segments 
of the industry combined. 

In view of the foregoing facts it is obvious that any preparatory deliberations 
leading to the creation of a special group set up to resolve problems connected 
with wages and labor in the construction field, would, by more than 50 percent, 
fail to be truly representative if delegates from the home-building industry were 
not officially consulted. 

Therefore, on behalf of our membership and our affiliated local associations we 
respectfully anticipate an early answer to this request. 

Very truly yours, 
WiiuramM J. Tosrn, Jr., 
Director, Labor Department, National Association of Home Builders. 


Oe 


BvuILpDERS ASSOCIATION SIGNED STATEMENTS OF CONCURRENCE IN PROTEST OF 
REGULATIONS AND ORDERS 


Arkansas: Arkansas Home Builders Association, William Banes, secretary and 
national director 
California : 
Home Builders Institute, Mark A. Thoreson, president 
Associated Home Builders of the Greater East Bay, Inc., Fred F. Chopin, 
president ; and John I. Hennessy, executive vice president 
General Contractors Association of Contra Costa County, Inc., Robert R. 
Platt, president 
Associated Home Builders of San Francisco, Inc., William FE. Gillis, executive 
vice president ; Boyd C. Lindson, director 
Colorado: Denver Association of Home Builders, Mills L. V. Lantz, president 
Indiana: Marion County Residential Builders, Inc., John E. Bauer, president 
Kansas: Wichita Association of Home Builders, Ken Slowell, president, and 
Willard Garvey 
Kentucky: Associated Home Builders of Louisville, Ine., David H. Wilson, 
president 
Louisiana: Home Builders Association of New Orleans, La., Fred C. Loucks, 
president 
Michigan: 
Michigan Association of Home Builders, David Satin, president 
Flint Association of Home Builders, Leroy C. Lutz, director 
Grand Rapids Home Builders Association, Ward H. Blackall, director 
Home Builders Association of Kalamazoo, Victor Hines, president 
Lansing Home Builders Association, Walter W. Nelier, national director 
Washtenaw County General Contractors, Inc., W. O. Edwards, vice president 
Minnesota: Duluth Home Builders Association, Carl B. Anderson, acting 
executive 
Missouri: Home Builders Association of Greater St. Louis, Clinton R. Schatt- 
gen, president ; and Ben Goldberg, second vice president 
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Nebraska: Omaha Home Builders Association, J. Richard Schroeder, president 
New Jersey : Atlantic Home Builders Association of New Jersey, Charles A, Gin- 
etti, director 
New York: 
Home Builders Association of Albany, New York, Inc., James A. Rooney, 
president 
Long Island Home Builders Institute, Inc., Charles Jaeger, director 
Chemung Valley Home Builders Association, Eugene Manning, president 
Gennessee County Builders Association, Edward J. Pickert, president 
Niagara Falls Home Builders, Inc., Ted D. Lorenzo, president 
Niagara Frontier Builders Association, Inc., Oscar R. Giesicke, president ; 
and William R. Doll, director 
Rochester Home Builders Association, Fred P. DeBlase, president 
Home Builders Association of Schenectady, Americo Ferrante, alternate 
national director 
New York State Home Builders Association, Frank P. Tufaro, president; 
and Les B. Byrnes, secretary 
Southern Tier Home Builders Association, Frank J. Placek, president 
Home Builders Association of Westchester, Inc., Frank P. Tufaro, president ; 
and James E. Cook, secretary 
Better Builders Association of Onondaga, Inc., William Charles Kelly, 
president 
Ohio: 
Lorain Home Builders Association, Carl Springer, director 
Montgomery County Builders Association, W. A. Simms, president 
Northwestern Ohio Contractors and Builders Association, Harry 8. Foltz, 
president 
Home Builders Association of Sandusky, Herman G. Knupke, director; and 
Clifford M. MeVetta, secretary 
Toledo Association of Home Builders, Inc., Clarence J. Nopper, president 
Ohio Home Builders Association, Joseph J. Robers, president 
Home Builders Association of Stark County, Ohio, Inc., Chet Keuper, 
president 
Oklahoma: Tulsa Home Builders Association, Inec., I. A. Jacobson, president 
Pennsylvania: 
Home Builders Association of Greater Johnstown, Jacob M. Hoffman, 
president 
Home Builders Association of Northwestern Pennsylvania, J. Robert Bald- 
win, president 
Home Builders Association of Philadelphia and Suburbs, Harry K. Madway, 
president 
Home Builders Association of Shenango Valley, Ray Andreoletti, president ; 
and Robert G. Heutsche, secretary 
Pennsylvania Home Builders Association, Stephen E. Horaceh 
Home Builders Association of Metropolitan Pittsburgh, Edward Hagel, 
president; and Franklin B. Winner, secretary 
Tennessee: Home Builders Association of Memphis, C. A. Camp, president 
Texas: 
Texas Panhandle Home Builders Association, Miss Lois McSweeney, execu- 
tive secretary 
South Texas Home Builders Association, Will E. Fry, president 
Texas Home Builders Association, EB. J. Burke, Jr., president; and W. J. 
Elliott, secretary 
Home Builders Association of Dallas, Vernon S. Smith, president 
Home Builders Association of El Paso, Walter Driver, president 
Home Builders Association of Fort Worth, R. A. Baxter, president 
San Antonio Home Builders Association, Haby Seay, president; and F. Clay 
McGaughy, executive secretary 
Virginia: Home Builders Association of Richmond, Bernard B. Orange 





STATEMENT OF BUILDER FROM Sr. Lovuts, Mo. 


I, builder No. 4, am a home builder in the St. Louis area and have so engaged 
for the past 17 years and during such time I have built several thousand resi- 
dential homes. 
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In the particular type of construction I do, I start from a large vacant tract 
of land, subdivided same, lay out and install the streets, storm and sanitary 
sewers, and then erect houses on the finished lot. In subdividing said large tract 
of land, I lay out certain tracts as commercial property, on which is constructed 
shopping center. In my locality, in most instances, it is also necessary that I 
erect a sewage-disposal plant. 

In the matter of paying my construction workers, I follow the following 
scheme, and I have followed this scheme since my original start in business: 

1. I have various construction gangs working on the project such as: 

(@) Grading crew—running heavy equipment, cleaning and grading land. 

(b) Basement excavating and foundation crew--they excavate the base- 
ments, and put in the concrete foundations. 

(c) Sewer gangs—they put in the storm sewers and sanitary sewer trunk 
line. 

(d) Street gang—they put in the concrete, asphalt, ete., streets. 

(e) Carpenter gang—rough in—this carpenter gang roughs in the frame 
of the building and puts on the unfinished roof. 

(f) Finished carpenter gang—this gang installs trim, doors, etc 

(9) Dry-wall gang—deals with installation of dry wall. 

(h) Brick gang. 

(4) Rooting gang and side-wall men—put on finished roof and side wall. 

(j) Certain key personnel who have the duty to see that the house is expe- 
diently finished—such as an over-all concrete foreman; two over-all car- 
penter foremen, and a general superintendent who does not work with tools 
but expedites the complete project from its inception. 

2. Each of the above gangs has a foreman at its head and various numbers of 
men under him. 

3. The crew foreman and all construction workers under him are paid the 
regular union-home builders negotiated scale. However, at the end of each year, 
the foreman of each gang is given a bonus, which bonus is figured upon his 
general productive ability. This bonus is an incentive to him to induce his seeing 
that his particular job does not lag. This tends to make not only for more work, 
but also better work. The bonuses that these men receive are based on their per- 
formance throughout the year and determined by me after consultation with the 
over-all foreman, the general superintendent and my cost record office man. By 
paying such a bonus, I have found that I am securing a finished product that is in 
the long run cheaper. The reason for this finding is that each gang has a head, 
and if he sees that his particular job is expediently and rightly done, he knows 
that he is going to be rewarded. If it were not for this bonus arrangement each 
job would have a tendency to drag out—the workers and foreman would permit 
the work to consume as much time as I would allow, and it is not expedient 
for me in my individual capacity to oversee all of these various operations. 

In addition to the above bonus, each employee is given a week's vacation with 
pay and a turkey at Christmas time. The reason for these additional benefits is 
to maintain a better employer-employee relationship. 

4. The over-all concrete foreman, two over-all carpenter foremen and general 
superintendent are also given bonuses. Their job is to answer to me personally 
as to productivity and to oversee the various gang foremen. The over-all fore- 
men are paid a bonus based on the number of houses completed each year. The 
general superintendent is paid a bonus based on a percentage of the net profits. 

5. In my business I employ over 100 employees and some of my employees are 
in their second generation in my employ. 

The above bonus arrangement has been in practice in my organization since 
my start in business and I know by my close association through our local home 
builders association, from which our local labor problems are negotiated, that 
a similar bonus arrangement is common practice among the majority of opera- 
tive home builders in my area. 





STATEMENT OF BUILDER, DEs MOINEs, Iowa 


I do a lot of custom house building. My housing program will vary from 15 to 
100, depending on what bracket I am working in. When I am in the higher 
bracket I will build only 15 to 20 houses; in the lower bracket I build 100 or 
150. 
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For the past 3 years I have been building in the bracket from $20,000 to $35,- 
000, with an occasional high-priced home running over $100,000. This is not a 
project type of construction. What I am attempting to do is to have quality 
workmen. I can’t use hanimer-and-nail fellows. I have been forced to do this 
with carpenters, painters, etc. When I hire rank-and-file workmen from the 
unions, I pay the union scale. For my own keymen and good men to do the 
necessary work for custom-built homes, it is necessary that I pay—and will- 
ingly—an additional hourly amount—something like 25 cents an hour over the 
scale. 

In the case of my carpenter foreman, whom I consider most efficient and who 
makes me money over the average carpenter foreman, I pay him 75 cents over the 
scale for foreman. It has been more than that. In order to keep a man as 
valuable as I feel he is, I pay him a bonus varying according to size of the 
house he is working on, in addition to his hourly rate, for each house. I do the 
same for my painting foreman. This is an annual bonus, which I compute on 
each house. 

The highest amount I paid to any man in my organization last year was about 
$7,600. I gave him a $2,000 bonus in addition to that. It is essential that I 
continue this practice in order to keep these men in my employment. This was 
paid to my carpenter foreman, who works on an hourly rate. 

The seale for brick masons, I believe, was $2.8714. I paid, as did most all 
other building contractors, $3.50 per house for journeymen brickmasons. My 
brickmason foreman I paid $4 an hour. 

I have had this policy since the end of the war—including 1946. I have al- 
ways rewarded capable men for work which they were able to do, both in quan- 
tity and quality, over the average workman. 





STATEMENT OF BUILDER, SALT LAKE CITY 


The home-building industry is entirely different from other segments of the 
construction industry. This is especially true of finish carpenters. Over a 
period of about 12 years I have been paying these men over the scale, giving them 
Christmas bonuses and a 2-week vacation, and have given them a guaranteed 
yearly income. I have told these men that the Stabilization Act does not per- 
mit me to do this even though it has been in effect before the act was in effect. 
I understand that the men all consider that I am violating a verbal contract 
with them and they are therefore intending to terminate with me. All of these 
men have been with me in excess of 5 years. 


STATEMENT OF BUILDER OF MIAMI, FLA. 


I build about 150 houses per year. Historically, our picture for payment in 
the carpentry trade has been a specific sum of money for specific operations. 
This practice is common in the area for a good many of the home builders. 

There is no relationship between the amount paid for the particular job and 
the union scale for that trade. In some instances the men earn less than the 
union scale and in many other cases they earn substantially over what would 
be the union scale. For example, we make arrangements with various men to 
sheath a roof for a specific number of dollars. We have other men who do cornice 
work for a specific number of dollars per house. 

I know certain subcontractors in our city are paying their men without regard 
to the union scale, depending on the production of the men, either above or 
below the scale, 

We pay annual bonuses at Christmas. The amount is determined by the length 
of time he has been with us, his production, and by the profits of the past year. 
The largest bonus paid last year was $500 to a foreman carpenter. The largest 
bonus paid to an hourly rated man was in the neighborhood of $150 to $200, 
during the course of the year. Occasionally we will give a man $100 for super- 
vising a particular job, in addition to his hourly pay. That particular man was 
above the union scale at one time and below at another; there was a change in 
union scale during this time. There was no relationship between his remunera- 
tion and the union scale. I had several men in that category. This particular 
man worked without supervision and gave some to others. He was not classified 
as a supervisor. He was strictly an hourly journeyman. 
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Every man working for us on December 25, including those working on hourly 
rate, gets something for Christmas, in some cases in addition to the annual 
bonus. 

With respect to life insurance, we have a life insurance plan. We pay the 
premium for hourly workers. 

We have employees who, in many instances, receive (including amount re- 
ceived on an hourly basis, insurance premiums, etc.) in excess of the union 
scale. We do not lump out the entire carpentry work on a house. We do lump 
out certain specific operations such as subflooring, roof sheathing, cornice work, 
house trimming, ete. The earnings per hour per man are dependent on what he 
produces. These men have been working for me for 3 or 4 years continuously. 





FrRoM RecoRDED TELEPHONE CONVERSATION WiTH Mr. FRED GERHARDY 
FEBRUARY 14, 1952 


Mr. GerHarpy. So I want to tell you what happened down there. Now you 
told me to cut those bonus jobs for the carpenter foremen we were paying a 
10-percent bonus to. So I notified him yesterday the bonuses were out. Well, 
of course, I had a call this morning that he was going to quit—won’'t work any 
more without the bonus. He could go out and do subcontracting and make more 
money, you see. Well, that’s the story. The superintendent called, and I said, 
well, he will have to quit, that’s all I can say. Whether that will make our case 
any better or worse, I don’t know. 

Mr. YACKNESS. How much over were you paying him? 

Mr. GerRHARDY. Well, you see the arrangement was like this: He got the 
regular foreman’s wages, $8 an hour. He never went over the scale in that 
respect. But we allow him a 10-percent bonus on the roughing-in of houses on 
incentive bonus of the men’s wages of roughing in the house. That’s $40 to $45 
per house extra he got. Just out-and-out incentive bonus. Just one of those 
cases where you know a man and he pushed the work. So you give him a 10- 
percent bonus. And that had been the arrangement and his understanding for 
altogether about 5 years. So it isn’t a new arrangement; it has been arranged 
for about 5 years’ time. 

Mr. YAcKNESS. When did he first come with you? 

Mr. GrerRHARDY. Well, I would say about 1946 or 1947. When he first came 
with us we were paying the bonus then. He worked for us before that time as a 
carpenter, and he left during the war, and then we got him back. 

Mr. YACKNESS. How many houses do they finish a week? 

Mr. GerHARDY. Generally about a house a week. Last year all together he 
made about $7,000. 

Mr. YacKNess. And he does just rough? 

Mr. GERHARDY. Yes; that’s all. 

Mr. YACKNEsS. How many hours would you say he worked in the average 
week ? 

Mr. GerHarpy. He works 40 hours a week, Irv, outside of lost time for 
weather. 

Mr. YacKNeEss. In other words, he never works more than 40 hours? 

Mr. GERHARDY. Oh, no; he never worked overtime. 

Mr. YacKNess. How did you have him on the payroll? What was his classifi- 
cation? 

Mr. GERHARDY. Foreman. 

Mr. YACKNESS. How long have you been paying him $3? 

Mr. Greruarpy. Since this last rate went up. 

Mr. YAcCKNEss. When was that? 

Mr. GERHARDY. Well the 15th of November. He was getting regular scale all 
along. When the rate was $2.50 he got $2.50, $2.75—he got $2.75. 

Mr. YACKNEss. Yes—but you always gave him this bonus. Those men from 
the wage board—did they indicate that they were going to take any action? 

Mr. GERHARDY. Well I don’t know exactly—I was home, just talked to the girl 
down at the office. They went through the whole payroll the first day they were 
here. Five men there for various reasons. They came back if I remember right 
the second day after that time. Questioned about these men again. Came back 
a couple days later—took down all the amounts we had paid them since 1950. 

Mr. YACKNESS. You say you have five men. 
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Mr. GERHARDY. My finish carpenter gets the regular scale. In addition he was 
getting an extra 2 hours a week pay. 

My two brickmasons also have always been getting over the scale. One is 
getting $3.50 an hour which is 50 cents over the scale. Other’s getting $3.25 an 
hour, which is 25 cents over the scale. One of them is a foreman, so 25 cents 
over the scale is O. K. They are father and son—worked for us many years. 


[Telegram] 
Senator BurNEr R. MAYBANK: 

The National Association of Home Builders comprising over 25,000 builder 
members throughout the United States hereby registers vigorous protest against 
the new wage policy of the construction industry stabilization commission. 
First because of no consultation with the home building industry prior to its 
promulgation adding insult to injury in face of our pending protest of similar 
action by the cise on regulation 1. Secondly that health and welfare plans should 
be originated by negotiation between industry and labor rather than being im- 
plemented by Government further upsetting an already chaotic condition. Thirdly 
proposed increases constitute an open invitation to the unions to demand them 
thereby increasing costs against which buyers are already manifesting resistance. 

JOsEPH H. VATTEROTT, 
Chairman, National Association of Home Builders Employer-Employee 
Relations. 

The Crarmman. The next witness is the American Meat Institute, 

Mr. Wesley Hardenbergh. Will you come up, sir? 


STATEMENT OF WESLEY HARDENBERGH, PRESIDENT, AMERICAN 
MEAT INSTITUTE 


Mr. Harpensercu. I am Wesley Hardenbergh, president of the 
American Meat Institute of Chicago. 

The Cuarrman. Without objection, the full statement will be made 
a part of the record and Mr. Hardenbergh, you may proceed as you 
see fit. 

Mr. HarvenserGu. I think the presentation is rather long, sir, and 
I would like to step to the charts, if I may. 

My first chart states that experience has demonstrated that price 
controls distort meat distribution, discourage meat production, and 
that they cannot be enforced. 

That is the essential position which the livestock and meat industry 
group presented to stabilization officials a year ago last January, before 
the controls were imposed. 

We think that developments since that time have shown that that 
was a sound position. 

Our second chart deals with the distortion of meat distribution. 
It shows wages to the beef business of 99 plants throughout the United 
States, after the imposition of the controls. You will note that begin- 
ning soon after the freeze, proportions of animals slaughtered by 
these packers declined, the situation being critical in June, when 
dollars-and-cents ceilings were imposed on beef and when the com- 
pliance regulations were applied to cattle. 

Senator Scnorrret. Mr. Chairman, might TI say to you, sir, that is 
exactly what some of us predicted would happen, too. 

Mr. Harpensercn. In June and July the business of these packers 
was off 38 percent, in August and in September it was off 33 percent. 
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Later, as supplies increased seasonally, there were somewhat easier 
prices and the situation improved, but it is still not back to normal 
as you can see from the chart. 

Senator Frear. Did slaughtering quotas have anything to do with 
that drop, do you think ? 

Mr. Harpennercu. Our organization has no position as to slaugh- 
tering quotas since some of our members believe one way and some 
another. My own opinion is that they had nothing to do with it 
because the slaughterers’ quotas, as you will note, were imposed from 
April through August and in those two months our business fell off 
38 percent in the first two and 3 percent in the next two, so there is 
relatively little difference. 

Senator Frear. I was just interested in what might be your personal 
opinion. 

Mr. Harvensercrt. Well, that is it. I do not think it would make 
much difference. 

Senator Scnorrren. Since slaughtering quotas have been off—and 
they have been off a good many months—has your attention been 
directed to any specific instances where any curtailing effects or detri- 
mental effects have come about in the packing industry ? 

Mr. Harvensercu. I can point to none, sir. 

Our third chart is a map of the United States, showing how, for 
the whole year 1951 the normal pattern of cattle slaughter was dis- 
torted. I want to say that you will see an increase on the east coast 
and west coast that should not be construed as a reflection on the pack- 
ers in that area because it is not. What happened was that the con- 
trols extended to encourage shipping of cattle from his producing areas 
to the east and west coasts. 

You will note in the Corn Belt area there was a decline of 51 percent 
in the slaughter. That represents a million and a half head or 
slightly more than a million and a half head of cattle, and represents 
about 10 percent of our total slaughter in the country, so you can see 
it Was quite serious. 

Now there is a story which I believe is probably well-founded that, 
during the period of greatest scarcity, the Army in order to buy 
current supplies for its requirements, had to go to packers on the west 
coast. 

The Cuarrman. I think that was testified to, here, if I am not 
mistaken, they they bought their requirements on the west coast and 
shipped them to the east coast, which was quite expensive, as I 
remember. 

Mr. Harpensercu. It was uneconomic and unwise, it seems to us. 

The CuarrMan. There was that much more in freight rates. 

Mr. Harpvensercu. It originated in the Middle West and went to the 
west coast. 

The next chart deals with the effect on production. The upper part 
of the chart shows that farmers started to cut their hog production 
before the feed supply became short and before there was any de- 
terioration in the corn-hog ratio. During that same period, the 
number of cattle on feed went down sharply. 

We think that this is a very significant chart and of course, since 
cattle feeding is closely associated with hog production, especially in 
the Corn Belt it is easy to understand how hog producers may have 
become alarmed by what happened in the case of beef and by the 
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attitude of OPS toward beef and that may have been a factor in their 
decision. 

The chart on page 5 deals with the various predictions which had 
been made as to how much meat we were going to have in 1951. That 
again seems to us to be a very significant chart. 

“At the end of 1950, and ‘back right up to the spring of 1951, all 
estimates of production were that we would have enough meat avail- 
able in 1951 to support consumption of about 148 pounds per capita. 
I refer here to estimates which are made by competent authorities 
such as the Department of Agriculture. 

The CHarrman. Who made that estimate of 148 pounds? 

Mr. Harpvensercu. The Department of Agriculture. I would say 
our own figures agree with these. 

Well, we did not get 148 pounds. We got only 138 pounds, or 10 
pounds less than we believe we had a right to expect in view of the 
normal livestock population on the farms. 

Senator Scuorrren. And now despite the fact that meat all over 
this country is selling practically under ceiling price? 

Mr. Harvennercu. Yes, sir. 

We think it shows that the controls had a very pronounced etfect on 
production. 

laking up now, the difliculties of enforcement, the next chart shows 
that there are difliculties involved in enforcing price controls. As this 
chart shows, cattle prices refused to comply with the compliance reg- 
ulations. The order OPS issued effective June 4, was designed to roll 

cattle prices back to January levels. It did not do that. Packers 
whe refused to violate the ceilings or other parts of the regulations 
and who were not in a position to profit from some of the inequities 
inherent in the regulations, saw their business dwindling and they 
suffered severe losses. 

That continued until the seasonal increase in supplies eased the sit- 
uation somewhat. Some plants during that period either closed down 
in whole or in part, insofar as their beef operations were concerned. 

The next page deals still with the subject of the difficulty on enforce- 
ment and this chart shows one easy way to avoid OPS regulations. Tt 
deals with the subject of difliculty in sales. I will not go into the sub- 
ject of it. I want to say that other violations which are just as hard 
to detect are upgrading, short weighing, and false billing. 

The Cuarrman. Are you going to say anything about the eleborate 
change in the customs of the meat industry, in ‘the 1 requirements on 
cutting meat, the changing of the customary practices of the industry 
on various cuts, and the regulations pertaining to them ¢ 

Mr. Harpenpereu. I was not going to get into that, Senator; [ un 
derstand the retailers discussed it to some extent here the other day. 
I was just going to mention that it is still in effect, notwithstanding 
the fact that our prices are below ceiling and we are handicapped by 
those regulations. 

The Cuaimman. It is causing a lot of dislocations and a lot of diffi- 
culty and the consumer is really paying more for what he is getting as 
a result of it according to their testimony ¢ 

Mr. Harpvennercu. That is right; yes, sir. 

This chart on page 8 shows that even though most people are honest 
and try to obey the law, the number of meat transactions which take 
place in a single year. and the possibility of violations is so great that 
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it is diflicult, if not actually impossible, for the OPS to recruit and 
train an adequate enforcement staff. 

We figure in 1950, there were approximately 19 billion meat trans- 
actions. That is transactions in the livestock and meat industry. If 
you assume 5 percent of these might have been illegal, that means there 
were nearly 1 million illegal meat transactions. Lf you get conserva- 
tive and estimate it is only | percent, you still have nearly 200 million. 

We think it just points to the intensity of the task which confronts 
any enforcement agency. Still another reason why controls are not 
workable is to be found in the fact that the figuring of ceilings in 
itself defies the normal economic functioning of pen in the industry. 

Normally, our price relationships between different classes of meat 
change constantly. You will note here that in the case of beef ribs and 
beef rounds in 1950, that at one time the spread was very great, almost 
50 cents a pound. That was in January. In August, the spread was 
only 5 cents a pound. You will notice in the case of pork loins that 
in January the spread was to 5 cents a pounds, and a month later it 
was 15. Now, that is typical of a constantly changing relationship 
in the prices of different cuts of meat under normal conditions. 

Another point which should be mentioned is the one Senator Schoep- 
pel brought up, even though the current market prices of meats are 
well below ceilings in many instances, meat processing and distribu- 
tion are still hampered by inflexible regulations. 

For example, packers still must buy, dress, cut, and sell beef ac- 
cording to specified formulas and in addition, they have to keep very 
voluminous records and make detailed reports. 

We have a table on page 10, which shows that many meat prices are 
well below ceilings, that livestock byproducts are Sian sharply. I 
will summarize it very briefly. You will notice the ceiling prices are 
from 1 to 56 percent below the ceilings. Compared with a year ago, 
there are few prices above a year ago, chiefly in the case of veal. The 
highest is 7, and the drop is down to 68 percent below. Most pork 
products are substantially below a year ago and a good many beef 
products are, too. 

We have a chart which tends to show that the predictions of run- 
away inflation have not materialized, and we keep hearing a lot about 
the probabilities of run-away inflation in the future. You can see 
that while these predictions were being made and afterward, the price 
level continued to trend downward. 

Senator Scnorpret. What is your information on the finished type 
of cattle that are in the feedlots. They are up at the present time, are 
they not? Of course, they are moving into the market now. 

We have a rather heavy supply of critters in the feedlots, have we 
not ? 

Mr. Harpvensercu. Yes. The belief is that there was a lot of soft 
in the Corn Belt being used to feed those cattle until that corn is 
gone, because obviously it will spoil as soon as spring comes. 

Senator Scnorprren. That is true all over the corn-producing areas, 
and they have gone into that in a great way to salvage to the greatest 
possible extent, their losses because of the soft-corn situation that was 
verv widespread this last year. 

The Cuamrman. What was the main cause for the soft corn ? 

Mr. Harvensercu. Weather. 
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Senator ScnorerreL. Weather conditions, and a little advance in 
early freezes. 

The Cuarrman. The weather has a lot to do with a lot of things. 

Mr. Harpensercu. It certainly does. 

Now, if I may try to summarize what I have said, in the first place 
the total meat supply in 1951 was lower than it would have been with- 
out controls. Moreover, over a long period of time our people figure 
that a 1.2-percent increase in meat supplies usually brings about 2 
l-percent decrease in retail prices and that the reverse is true. When 
the supply decreases, the prices tend to rise. 

Therefore, we feel it very clear that meat prices in 1951, because of 
this reducing production, were higher than they would have been if 
there had been no controls. 

The second point we want to make is that the potential meat supply 
for 1952 is large, provided production is not again discouraged by 
the regulations, rand ce ‘tainly with our cattle population at an all-time 
high, ‘with the hog population still large, although it is decreasing 
at the moment, the potential supply of meat for 1952 is very large and 
should provide about 143 pounds per capita as compared with the 138 
I mentioned for 1951. 

Senator Scnorrret. Now, going to your hog supply—and it is true 
in the beef industry and the she ‘ep and your amb industry. Not so 
much so because you have wool that acts as a buffer—good wool prices 
will leave a bigger differential. It all turns around on the question 
of the supply factor. 

In the hog market all over this country these depressed hog prices 
forced a lot of men into a quicker crop. It takes longer to produce au 
beef animal than it does a hog. When those depressed market prices 
hit in the hog industry all over the country, you did not find the litters 
coming out of the feed lots on hogs because they figured that it would 
be too expensive, especially if the corn prices kept up. Is that not 
true? 

Mr. Harpensercu. That is right, sir. 

Considering what may happen in 1952, even though the prospects 
are for increased production, I think we have to keep i in mind what 
happened in 1951. We expected 148 pounds, and we got 138. The 
controls have continued, and it may again shorten the meat supply. 

Senator Scnorrrer. Can you give us any indication about the meat 
packed in Kansas? Was it greater in 1951 than in the ordinary aver- 
age year? 

Mr. HarvenserGH. I cannot tell you whether it was greater in 1951. 
There has been an increasing production of canned meat ever since the 
war. 

Senator Scnorpret. Yes; I realize that. 

Mr. Harpeneercu. I think probably last year was higher than the 
year before. 

Senator Scuorrren. And that is storable, of course ? 

Mr. Harpenpercu. Yes. 

Senator ScHorrret. That is a decidedly different factor than you 
find in fresh meats which, of course, have to be refrigerated and which 
you cannot keep too long? 

Mr. Harpvensercu. Yes. Of course, the vacuum-packed meats 
should be kept under refrigeration. We label our cans in that way. 
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Senator Scnorrren. With the new improved techniques all over the 
country, the frozen juice fields and frozen fruits industry, we have 
adapted our economy to taking care of a greater processing and a 
greater volume of the frozen foods and refrigerated foods than we 
ever have before. 

Mr. Harpensercu. I think most retailers or retail stores have stor- 
age facilities. 

Senator Scnuorrpe,. The accumulation of deep freezes—that is, 
legitimate ones—have increased by leaps and bounds, have they not? 

“Mr. Harvensercu. Yes. 

By keeping normal quantities of meat from coming to market, they 
have kept prices on consumers higher than would ‘otherwise be the 
case. We not only see the value of the controls, but we think they 
are actually harmful to the consumer and to the country. 

We sincerely hope and trust that the Congress comes to a similar 
conclusion and takes such action against their continuance as seems 
wise under the circumstances. 

Senator Bricker. In your second chart where you show the transi- 
tion of slaughtering from the Middle West areas to the East and far 
West, would slaughtering quotas have any effect on that? Did they 
cause it in any way or would they have prevented it? 

Mr. Harpvensercu. As far as I know, they did not. 1 think it was 
largely inequities inherent in the regulations which encouraged the 
cattle to flow out of the producing areas. 

Senator Bricker. Did the cutting regulations have anything to do 
with that ? 

Mr. Harvensercu. Well, I think they were an inflexibility which 
made it more difficult to do business and upset the normal routine of 
the industry. 

Senator Bricker. If you change your method of processing in some 
sections of the country in order to conform to the rules or methods 
followed in other sections, just why would the slaughtering then, or the 
processing, shift from one area to another? I did not get your full 
explanation of that. 

Mr. Harvensereu. I think allowances for freight and other things 
might have influenced the shipment to an area far aw ay. 

Senator Scrorpret. Suppose a packer in Chicago was buying 1,000 
head of cattle. Suppose a packer in Baltimore, Md., was buying a 
1,000 head of cattle. Could he not go into the Chicago market and 
pay a higher price by reason of that differential that the Chicago 
packer could not pay and that encouraged the movement of the live 
hoofs into that area which the packers in the instant areas were pre- 
cluded from getting? 

Mr. Harpvensercu. I cannot say that that is true with respect to 
Baltimore specifically, but it is true with respect to areas out of the 
Middle West. 

Senator Bricker. That is because of the compliance regulation ¢ 

Mr. HarpenserGu. Yes. 

The Cuarmrman. Are there any further questions, gentlemen ¢ 

We certainly appreciate your testimony and your full statement will 
be printed in the record. 

Mr. Harvensercu. Thank you for your aay: 

(The prepared statement of Mr. Hardenbergh follows :) 
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STATEMENT OF THE AMERICAN MEAT INSTITUTE 


Mr. Chairman, my name is Wesley Hardenbergh. I am president of the Ameri- 
ean Meat Institute, which is a trade, research, and educational association of 
the meat-packing industry. The institute has a membership of more than 500 
meat-packing companies and sausage manufacturers, of all sizes, located through- 
out the United States. This group of companies processes and distributes more 
than 85 percent of the meat produced commercially in the United States. 

I wish to file this statement with you and members of your cOmmittee. Charts 
illustrating the several points in this statement are attached. The title of each 
section corresponds with the title of each of the charts. 

The first page of the charts which you have states: 

“Byxperience has demonstrated that price controls: (1) Distort meat distribu- 
tion; (2) discourage meat production; and (3) can’t be enforced. 

We sincerely believe this, and we much appreciate this opportunity to present 
our views on the subject to this committee. 


PRICE CEILINGS FORCE ESTABLISHED PACKERS OUT OF THE CATTLE MARKET 


Shortly after the imposition of price controls in early 1951, it became in- 
creasingly apparent that meat was being diverted away from regular commercial 
channels. This was especially noticeable in the case of beef. And with the im- 
position of dollars-and-cents ceilings for cattle and beef at midyear the situation 
became even worse. 

For example, as this chart clearly indicates, a serious dislocation of cattle- 
slaughtering operations developed in early June, coincident with the effective 
date of compliance prices for live cattle. During 1950 cattle slaughter by 99 
plants of established firms had consistently represented approximately 60 per 
cent of the weekly total slaughter under Federal inspection. This percentage 
dropped moderately in March, April, and May, then plunged to only 44 percent 
of the total in June. Although this situation has improved, it is far from being 
fully corrected. 

AS a group, these 99 plants were forced to reduce their cattle slaughter in the 
5 months, June through October, by 33 percent from a year earlier, while the 
balance of the federally inspected industry actually showed a 12-percent gain 
compared with the previous year. 


TaBLe 1.—Cattle slaughter of companics operating 99 plants and total federally 
inspected cattle slaughtered, 1950 and 1951 


99 plants 
Total federal! spectec Cc tule slaughter by com- pe reent of 
plants States 
f total 
Period ending cue - £. 
| Wieennne baer 
(1,000 | (1,000 
head) | head) 
January, 4 weeks ; ‘ 1, 048 10, 27 +2 607 613 ] 7.9 59.7 
February, 5 weeks --| 1,096; 1,184 —7 638 698 —9 | 58.2 58.9 
March, 4 weeks Sn 867 934 —7 487 553 -12 | 56.2 | 59.2 
April, 4 weeks Sha 860 | 938 | SN 484 | 559 —13 | 56.3 50. 6 
May, 5 weeks__ _..| 1,089} 1,207 —10 624 709 —12 | 57.3] 58.7 
June, 4 weeks as 717 954 | —25 319 566 44/ 44.5] 59.3 
July, 4 weeks ae S40 1,015 | —17 405 598 —32 | 48.2) 58.9 
August, 5 weeks ----| 1,144] 1,295 | -12 542 | 784 31 | 47.4) 60.5 
September, 4 weeks ; bos 956 1,117 | —14 454 679 33 | 47.5 | 60.8 
October, 4 weeks. .- a tale 989 | 1,081 -9 469 644 27 | 47.4 59. 6 
November, 5 weeks sadeswccde? “eee | Beet —2 680 787 —14 | 52.7| 59.7 
December, 4 weeks Mitac. ot 981 1, 034 —§ 499 628 —21 50.9 59.7 
Total, 52 weeks___. ato .-| 11,879 | 13, 104 —9 6, 208 7, 818 21 2.3 59. 7 











1152 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


PRICE CONTROLS DISTORT THE NORMAL PATTERN OF CATTLE SLAUGHTER 


This diversion of cattle away from normal channels is further illustrated 
by this next chart, which is a map of the United States showing regional changes 
in total commercial cattle slaughter for 1951 as against 1950. 

For the entire year of 1951 commercial cattle slaughter in the United States 
totaled about 16.4 million head, 1.5 million, or 8 percent, less than in 1950. 
However, as this map shows, this reduction was not equally distributed through- 
out the country. Slaughter in the Corn Belt (which normally represents 55 
to 60 percent of the total) was down 15 percent, while on the east and west 
coasts it was up 4 and 5 percent, respectively. 

During the period of greatest diversion (June—October) the reduction in the 
Corn Belt amounted to 24 percent, while the East and West Coast States regis- 
tered gains of from 8 to 9 percent over a year earlier. 

Illustrative of the uneconomical results of this diversion in cattle slaughter 
is the experience of the Army in procuring beef during this period. It is reported 
that the Chicago Market Center found it necessary to purchase practically its 
entire beef requirements from west coast plants. Some of this beef was moved 
all the way across the country to eastern points, despite the fact that it was 
from some cattle which had been purchased at Corn Belt markets. 

It is worth noting also that this uneconomical shift in cattle slaughter was 
not entirely a matter of price violations on the part of some packers. The price 
regulations, even when observed, were such as to favor the shipping of live 
cattle from major producing areas to other points for slaughter. Although the 
regulations have been amended several times, this is illustrative of the inability 
of man-made regulations to replace the economic laws which govern this industry. 


TABLE 2.—Commercial cattle slaughtered, 1951 and change from 1950 


Year total 5 months, June-October 








Region ee ere 
1951 acs a 1951 C eee 
Thousands | Percent Thousands Percent 

Northeast____- ; oe 284 | —14 117 | —14 
East coast — se rh eee ails 1,907 | +4 SH4 | +Y 
Corn Belt - Ssseamala 8,711 | —15 3, 389 -23 
South : ! 2, 546 | —3 1, 220 | +3 
Mountain eae 845 —3 412 +2 
Pacific coast ; . 2, 087 +5 1,005 +8 
United States total ihe 16, 380 —§ 7,007 —1l 


I. Cut in Hog Production Began Last May 


According to the USDA pig crop report of last December, the number of pigs 
raised during the 1951 fall season was 2 percent larger than that of 1950. How- 
ever, the estimates of sows farrowing by months show that a downward trend 
in hog production actually began early last summer. This was at the same 
time that cattle feeders were greatly disturbed by the OPS action with respect 
to cattle and beef prices. The deterioration in the corn crop and the decline in 
the hog-corn-price ratio (which undoubtedly has affected breeding for the 1952 
spring crop) did not occur until later in the year. Furthermore, the April an'd 
July stocks of corn and other feed grains, although less than a year earlier, were 
still relatively large. 

As this chart shows, the substantial increases in June, July, and August far- 
rowings turned into minus figures in September, October, and November. Since 
the breeding season for hogs precedes times of farrowing by slightly less than 
4 months, the decisions to reduce 1951 fall farrowings actually were made dur- 
ing the months of May, June, and July. 

Since cattle feeding is closely associated with hog production, particularly 
in the Corn Belt, it is easy to understand how hog producers may have become 
alarmed by the attitude taken by the OPS toward cattle prices last summer. 
They may also have remembered the action taken by the OPS last January when 
pork prices were frozen at levels below the equivalent parity prices for hogs. 


aS aie 


z 
@ 
% 
j 


Soe BD See 


Saas Ntiscte s 





—~- 


“—» Se to 


a 


14 


mr wiso 


; 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1153 


TABLE 3.—Sows farrowed and hog-corn-price ratio at breeding time, 1950 and 
1951 fall seasons 


Sows farrowed Hog-corn-price ratio at breeding time 
Month — F <a rr ; ¥e - a? 
. . Percent * . 20-year 
¢ | F Qh OF «3 
1951 1950 change | Month 1951 1950 average 

| of ths : cape Ss | ? ih a 

1,000 head}1,000 head} 
June --_. iki 824 | 710 | +16 | February 13.8 | 14.3 | 13.2 
July..-- er 680 | 610 | +11 | March | 13.2 | 13.5 13.2 
August cba tens | 1,364 1, 285 | +6 | April 12.7 | 12.4 12.3 
September -- . a, 1, 846 1,891 —2 | May..-- 12.4 | 13.8 11.6 
October. __- ecb aaa 996 | 1,004 —1 | June 13.0 | 13.1 | 11.5 
November. ---- Ne ceimel 380 | 423 —10 | July ’ | 12.8 | 14.9 | 11.7 
1 | | | | | 

TABLE 4.—Total United States stocks of corn, specified dates, 1948-51 
Million bushels 
Year oe — ens — 
Jan. 1 : Soe3 July 1 

1948 ‘ 1, 556 883 454 
1949 3 ‘ ; ; 2, 641 1, 855 1, 292 
1950... ree , os : 2, 806 2,016 1,423 
1951 _. 2, 664 1,880 | 1, 270 


IT, Ceilings and roll-backs did this to cattle feeding in Iowa, Illinois, and Nebraska 


Probably the most direct effect of the price controls upon meat production 
during 1951 was that experienced in the case of cattle feeding. As already men- 
tioned, cattle feeders were greatly alarmed by the threats of price roll-backs 
issued by the OPS on April 30. As a result of this announcement, many cattle 
feeders greatly reduced their feeding operations. 

This is borne out by the USDA figures on cattle feeding in the three States of 
Iowa, Illinois, and Nebraska for the April-June and July-September periods. 
As will be noted from section II of this chart, the number of cattle on feed in 
these three States as of April 1, 1951, was silghtly above that of a year earlier. 
But on July 1, the number was 9 percent smaller. What happened, of course, 
was that producers reduced their feeding operation as rapidly as possible during 
the April-June period. Many loads of cattle were sold at relatively unfinished 
weights while purchases of feeder cattle were sharply curtailed (—19 per- 
cent). This naturally reduced the supply of grain-fed cattle during the subse- 
quent quarter (July-September). Marketings of fed cattle in these 3 months 
were 19 percent less than a year earlier. 

With the elimination of the threat of further price roll-backs on July 31, cattle 
feeders have attempted to replenish their feed lots during the past fall. In the 
meantime, however, substantial harm had been done to the meat industry— 
cattle feeders, meat packers, and consumers alike. 
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TaBLe 5.—Cattle feeding operations—Iowa, Illinois, andNebraska, April—June 


quarter, 1950-51 


1,000 head 


Sebi cineca apelin a Percent 
Item | ¢bange 
1951 | 1950 
Number on feed Apr. 1 1, 764 1, 727 | +2 
April-June number: 
Put on feed 280 347 | —19 
Sold 780 | 686 | +14 
Number on feed July 1 1, 264 | 1, 388 -9 
July-September number: | 
Put on feed 522 536 | —3 
Sold Os4 S44 —1i9 
Number of feed Oct. 1 5 1, 102 1, 080 +2 
October-December number: | 
Put on feed 1, 668 1, 641 2 
Sold , 741 | 827 | —10 
Number on feed Dec. 31 2, 029 1, 894 +7 


Norte.—These 3 States normally account for about 40 percent of the United States total number of cattle 





finished in feed lots 
MEAT PRODUCTION HITS THE TOBOGGAN IN 1951 


The amount of meat available for domestic consumption in 1951 was sharply 
curtailed as a result of the OPS regulations and accompanying uncertainties 
affecting livestock producers and feeders. Striking evidence of this fact is 
the estimates of meat production and consumption for 1951, as calculated by 
economists of the United States Department of Agriculture at the beginning and 
at the close of the year. 

Starting in the fall of 1950 and for several months in 1951, there was every 
indication that the past year would see a substantial increase in the production 
and consumption of meat compared with the previous 3 years. The Government 
forecasts, which were substantially the same as those made by other industry 
observers, were for a total meat production in 1951 of about 23.4 billion pounds, 
up nearly 6 percent from that of a year earlier. A production of this size would 
have permitted a domestic consumption of about 148 pounds per person, 3 to 4 
pounds more than that of the preceding 3 years. 

As the year progressed, however, it became apparent that this favorable out- 
look would not materialize. The Government estimates of meat production 
and consumption were lowered successively, as shown in this chart. The official 
estimates (still preliminary) now stand at 22 billion pounds for production and 
138 pounds per person for consumption. This is the smallest per capita con- 
sumption since 1939. 

It may be noted that the original estimates of meat production and consump- 
tion failed to materialize chiefly because of the cut-back in cattle marketings. 
Reduced feeding operations (already mentioned), pins an unwillingness of 
producers to market cattle under existing conditions, were responsible for cattle 
slaughter falling short of the volume which normally could have been expected 
in 1951. 
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TABLE 6.—Hstimates of meat production and consumption, 1950-51 





| 
} 


Per capita consumption (pounds) | Total 


SN ee Rae eat vee BE Ste oe __| produc- 
Item | | tion, 
| } . Livestock} ee ae | million 
| Bet] Veal and meat Pork | Total | pounds 
| } 
1950 actual _- Facts . 63.0 7.9 4.0 68.8 | 143.7 22, 109 
Estimates for 1951 made: | 
October 1950 !___.__- _.| Small+ | Same Down (2) ! 147.9 23, 370 
February 1951 ?_.............._-. : 63.0 | 7.9 3.7 73.0 148.0 23, 350 
May 1951 3__. : ia 63.0 | 7.9 3.7 73.0 148.0 23, 350 
June 1951! 62.0 | 7.2 3.5 73.0 146.0 | 423, 000 
August 1951 3. 60.0 7.0 3.0 74.0 144.0 22, 670 
October 1951 !_. | | 141.0 22, 365 
November 1951 4_- 58.0 | 7.0 3.0 73.0 | 141.0 22, 365 
December 1951 ! 140.0 422 250 
3.4 72.0 | 138.0 22, 000 


February 1952 3_ : 56.0 | 7.0 


1 The USDA Livestock and Meat Situation. 
35 to 7 percent. 
* The USDA National Food Situation. 
‘ Derived from published per capita consumption estimates as shown 


CATTLE PRICES REFUSE TO COMPLY WITH COMPLIANCE 


The most clean-cut evidence of ceiling price violations are to be found in the 
case of live cattle. As has been mentioned, ceiling prices for cattle and beef were 
announced by the OPS in late April. After some postponement, the live cattle 
ceilings became effective on June 4. The purpose of this order (CPR 23) was to 
roll back cattle prices to the early January level. However, this was more easily 
said than done. 

As already noted, cattle marketings were sharply curtailed during the 4 months 
June to September, and the strong competition for the reduced supply of cattle 
drove prices for most grades well above the compliance levels permitted by the 
OPS. This situation worked an extreme hardship on packers who chose not to 
violate the live cattle ceilings, since all they could do was to sit by and see the 
livestock siphoned off by slaughterers who were finding it profitable to ignore 
the regulations, or profited from the inequities inherent in such regulations. 


TABLE 7.—Live cattle prices, Chicago versus OPS compliance prices, Sept. 4, 1951 
I » SE] 


Chicago 
OPS compli market 
nee prices quotation 
Class and grade ance pe : Fire 
ass and grad per hundred-| USDA, per 
weight hundred- 
weight 


Prime grade: 





Steers _— 
Heifers $37.05 
Choice grade: 
Steers... : 
Heifers a } 34. 20 
Good grade: 
Steers - - ae \ 31.50 f 31.2 34.75 
Heifers Las f 31.90 1) 39 5O- 34.00 
Commercial grade: : 
Steers. __. } { 28. 50- 32. 25 
Heifers. . 27.30 27. 50- 31.25 
Cows f 27. 00- 30. 50 
Utility grade: 
Steers. - . ; } { 26. 00- 28. 50 
Heifers... is ia a ak , 21. 80 24. 00- 27. 50 
Cows ; a de Fe scralih nections team phn | 22/95 26. 50 
Canner and cutter ‘grade: Cows....- BI6t detadsanddeee ; 19. 50 18. 50- 23.00 
PIP 3 So Ghinahn cenchivntnceciaebepitios sec ica adil . 27.45 | 24.00- 31.25 


A “SAFE” EASY WAY TO EVADE OPS REGULATIONS 


While some effort apparently was made by the OPS to crack down on price 
violators during the early fall of last year, the above situation did not improve 
until cattle marketings increased seasonally later in the year. 
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The OPS reported that 1,849 violations of meat-price orders were uncovered 
in its enforcement drive which was carried.on last September. However, only 
89 of these cases have warranted injunctions and just two have warranted 
criminal charges. Thus, because of the ease with which regulations can be 
evaded, it is doubtful if these efforts were any more than nominally successful. 

One way in which ceiling prices on meat are easily evaded is the tie-in sale 
shown in this chart. In this example the evader sells two carloads of scarce 
product at the ceilings, provided the buyer takes a carload of slow-moving prod- 
uct at more than the market price. Tie-in sales are difficult to detect and more 
difficult to prove, yet they provide a tremendous advantage over the packers who 
observe the regulation, as regular, established packers must do. 

Other violations of price regulations which are almost impossible to police 
in the meat business include upgrading, short weighing, and false billing. 


HERE IS WHY MEAT PRICE CONTROLS CANNOT BE ENFORCED 


While most people are honest and obey the law, the number of meat trans- 
actions which take place (and the potential violations) are so great that it is 
physically impossible for the Government to recruit and train an enforcement 
staff capable of policing price regulations in this field. 

According to the careful estimates shown in this chart, retail transactions 
alone total nearly 18 billion in a single year. In addition there are annually 
nearly 450 million individual sales of livestock and meat at wholesale. 

If only 5 percent of these transactions were in violation of price regulations, 
it can be seen that the number of evasions would total close to the 1 billion 
mark. The 1,849 cases of evasion uncovered by the OPS last fall after an 
intensive enforcement campaign illustrates the impossibility of actually enfore- 
ing these regulations. 


PRICE RELATIONSHIPS BETWEEN MEAT PRODUCTS ARE CONSTANTLY CHANGING 


Another reason why price controls on livestock and meat are so extremely 
difficult to enforce is that the fixing of ceilings in itself defies the normal economic 
functioning of prices in this industry. 

In this chart, prices of several representative cuts of meat have been plotted 
for the year 1950. It will be noted that these prices fluctuate widely from month 
to month (actually from day to day) and between one another. OPS regula- 
tions would stop these fluctuations in their tracks unless, of course, prices fall 
below ceilings, in which case the controls are not holding meat prices down 
anyway. 

We think it is important to note that meat prices, along with some other 
perishable commodities, simply cannot be held at a fixed level for any length 
of time. Because of the perishable nature of meat products, the variable supply 
can only be balanced against the demand by a continual process of price changes. 
This is quite different from a product such as tooth paste, which is relatively 
nonperishable and can be produced in direct response to volume of sales, 


SUPPLY AND DEMAND, NOT CEILINGS, DETERMINE MEAT PRICES 


This next table is a listing of recent prices for a number of typical meat items, 
compared with packers’ ceilings and prices for the corresponding dates a year ago. 
It will be noted in the two columns at the right-hand side of the page that 
current prices for meat and other livestock products are generally well below 
both ceiling and year-ago prices. This is particularly true in the case of pork 
and the so-called livestock byproducts. 

Bellies, for example, are 34 percent below the ceilings and 27 percent below 
a year ago. To be noted, also, are the sharp declines which are shown for lard, 
tallow, hides, and wool. 

Most beef prices, particularly prices of the lower grades, also have dropped 
away from ceiling levels. But there still is pressure on the ceilings in the case 
of veal, supplies of which have continued substantially (10 percent) below a 
year ago. 

We feel that these price declines are significant in that they have been estab- 
lished by supply and demand conditions in the competitive market. Price con- 
trols can claim no credit for these reduced prices. 

Another point which we would like to emphasize in connection with the gen- 
eral price situation on meat is this. Notwithstanding the fact that current 
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market prices for meat are well below ceilings, meat processing and distribution 
is still hampered by innumerable regulations contained in the price-control orders 
which have nothing to do with prices themselves. 

For example, the industry is prevented from making and selling certain cuts 
of meat (short cut legs of lamb). Meat packers can sell certain cuts to only 
certain customers (fabricated beef cuts can be sold only to purveyors of meals). 
These and similar regulations all tend to stifle the efficient distribution of meat 
to the consuming public. 

A further hampering feature of the regulations, even with prices below ceilings, 
is the voluminous record-keeping and reporting requirements imposed on the 
meat industry. 


PREDICTIONS OF RUN-AWAY INFLATION HAVE NOT MATERIALIZED 


One of the strongest arguments for direct price controls during late 1950 and 
early 1951 was the fear that this country was entering a period of intense 
inflationary pressures which might drive prices to fantastic levels. The out- 
break of the Korean war, plus the scare buying which developed in this period, 
did result in an advancing price level which (if it had continued, would have 
proved serious to everyone. 

However, as we now have seen, the predictions of run-away inflation have not 
materialized. As this chart shows, the price level actually has declined sub- 
stantially since the peak of last spring. The wholesale price index as of late 
February stood at 175 percent of the 1926 base. This was 9 points (about 5 per- 
cent) below the peak of 184 which was reached in February of last year. Much 
of this decline occurred at the very time when Government officials were loudly 
proclaiming the outlook for further large advances in prices. These predictions 
were aimed particularly at Congress, which was being requested to provide 
stronger and more far-reaching regulations upon the economy. 

While we have no elaborate analyses to explain the downward course in the 
price level during the past 10 months, it seems obvious that price regulations 
themselves have had practically nothing to do with this improvement in the 
inflation problem. Experts seem to credit the action of the Federal Reserve 
Board last summer, plus the really remarkable ability of the country to produce 
goods, as the really significant factors in this situation. 

We should like it understood that the meat industry is as interested as every- 
one else in preventing run-away inflation and the accompanying devaluation of 
the dollar of this country. We feel strongly, however, that a program of direct 
price controls, which merely hamstring our economy and interfere with its 
ability to produce, is not the way in which to deal with this problem. 


CONCLUSIONS 


In conclusion, I should like to draw your attention to the points on this final 
chart. In the case of meat—and I should like to confine my testimony to this 
phase of the problem—we feel that the public generally has gotten no real good 
from price controls for these reasons: 

1. Meat prices have been below ceiling much of the time. Price controls can 
take no credit for this. 

2. When meat prices were bumping the ceilings during the past year (which 
incidentally was due largely to the OPS-induced reduction in cattle marketings ), 
black markets developed immediately. 

3. Price controls have seriously disrupted the economical distribution of meat 
in this country and have interfered with the normal processing and merchan- 
dising of meat, even when prices have been below ceilings. 

4. A point which I am sure is of great concern to this committee is the fact 
that those who observed the ceilings were penalized while those who did not 
enjoyed a premium for their dishonesty. 

5. The total meat supply in 1951 was substantially lower than it would have 
been if we had had no controls. Hence meat prices have actually been higher 
(even though they are below ceilings) than they otherwise would have been. 

Furthermore, we feel that the consuming public will not benefit from price 
controls on meats in the future because— 

1. There is ample evidence that price regulations are incapable of holding 
meat prices below any administratively determined level. 

2. If it were possible to fix prices for meat below the free market supply-and- 
demand price, distribution of meat throughout the country and among individual 
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consumers could only be accomplished with a system of rationing such as was 
used during World War II. We strongly doubt the consuming public would 
support such a program, to say nothing of supplying the civilian manpower 
that would be necessary for its administration. 

8. With the cattle population at an all-time high level (88 million head on 
January 1) and hog production still large (although now tending downward), 
the potential supply of meat is still large, providing production is not discouraged 
by future regulations. 

4. With the population of this country increasing at the rate of 2% million 
people per year, every effort should be made to encourage not discourage, meat 
production. It would be unfortunate if we were to pursue a course which does 
not take into account our rapidly expanding population. 

5. The use of direct price controls seem to us to only confuse the real issues 
involved and, therefore, dilute our efforts to control inflation. We think it is 
unfortunate that the public should be led to expect any real effective control over 
prices by the so-called direct-control method. 


EXPERIENCE 
HAS DEMONSTRATED THAT 


Price Controls: 
1. Distort meat distribution 


2. Discourage meat production 
3. Can't be enforced 


Price Controls Force Established Packers 
Out of the Cattle Market 


Federally Inspected Cattle Slaughter 
Per Cent 99 Plants are of Total 





Source: AMI survey 
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Price Controls Distort The Normal Pattern Of Cattle Slaughter 


Commercial Cattle Slaughter 
% Change 1951 vs 1950 


Tenencnn<rereenene ras 





U.S.Totals 


1951 - 16,380,000 Head 
1950-17,901,000 Head 
Change -6 % 


Source , U.S.D.A 


LIVESTOCK PRODUCTION DISCOURAGED 
1.Cut in hog production began lOSt May . before feed supply became short 


% 1951 Fall Pig Crop “ % Change from 1950 % 
+10 






“10% “0 


Bred ...... Feb. Mor Apr. May June duly 
Farrowed.. June July Aug. Sept. Oct. Nov. 


I. Ceilings and Rollbacks Did This 
to Cattle Feeding in lowa, Illinois 4 Nebraska 
1951 Change from 1950 


Number on Feed April | +2% 
Number on Feed July | -9 
Number Put on Feed April-June “19 
Number Put on Feed July - Sepf. -3 


Source: U.S.D.A 
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MEAT PRODUCTION HITS THE TOBOGGAN IN 195] 


Official Government Estimates for 1951 
Had to be Revised Downward 1.4 Billion Pounds 
—~ 10 Pounds Per Person —~ 


Billion USDA Estimates of Total Meat Production in /95/ Billion 


] 
é 
. 
; 
4 
; 
* 


Pounds 
23.5 
230 
Revised Estimate 
February 1952- 
138 Pounds 
per Person 225 


A. 


a Date of Government Estimates , 





#0/50 2/5! 5/s1 é/s a/s w/a u/s a/si 2/sz 


Source: The USDA Livestock & Meat Situation , National Food Situation 


CATTLE PRICES REFUSE TO COMPLY 
WITH COMPLIANCE 


Weekly Average Prices for Choice Steers at Chicago 
vs “Compliance Prices ” 1951-52 
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Source: Cattle prices, USDA. 
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A “SAFE” EASY WAY TO EVADE OPS. REGULATIONS 


Tie-in Sales 


EVADER 

SELLING CARLOADS OF SCARCE PRODUCT AT PACKER 
CEILING, PROVIDED THE BUYER TAKES A CARLOAD 

OF SLOW-MOVING PRODUCT AT MORE THAN THE _ | (OBSERVING OPS REGULATIONS) 








MARKET PRICE. DOES NOT MAKE 
TIE-IN SALES 
CEILING ON 45,000 LBS. OF 
CHOICE BEEF AT CHICAGO 
— ee $25,200 Other 
2 CARLOADS THE BUYER PAYS THAT PRICE ANDALSO TAKES Violations 
U.S. CHOICE BEEF ie tenon in tik oe Include 
{ 45,000185) E 30, LB.CA oO 


PORK LIVERS PACKED IN I00LB. BOXES AT CHICAGO 
CEILING PRICE OF 258+18.0R # 7,740 Up grading 





BUT | Short weighing 
GOING MARKET PRICE WAS False Billing 
; MD” ONLY 18¢ LB. ON PORK LIVERS 10/19/51 
ICARLOAD PORK LIVERS 30,000 LBS.@ I8¢ LB. OR +5400 


IN 100 LB. BOXES 
bps EVADERS ADVANTAGE 
*TIE-IN" SALES ARE ILLEGAL UNDER OPS REGULATIONS, ON SALE #2340 
BUT THE TIE-IN IS VERY DIFFICULT TO PROVE. =] 


(Prices shown ore basic ceilings at Chicago) 
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Price Relationships Between Meat Products 
Are Constantly Changing 


This is how the variable and uncontrollable supply of a 
highly perishable product is moved into consumption without loss or spoilage 
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SUPPLY AND DEMAND, NOT CEILING 
WELL BELOW CEILINGS ; 


. DETERMINE 


* 
y beef Ribs 


July 
1950 
Source: National Provisioner ¢ USDA. Prices are as of mid-month 








MEAT PRICES 
LIVESTOCK BYPRODUCT PRICES DOWN SHARPLY 
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(Chicago Wholesale Meat Prices) | 


MANY MEAT PRICES 


Wholesale prices, Chicago 


Items 


Beef carcasses 
Prime steer, 600 to 800 pounds 
Choice steer, 500 to 700 pounds 
Good steer, 700 to 800 pounds 
Commercial steer 
Commercial cow 
Utility cow 
Dressed calves 
Choice, hide off, 100 to 150 pounds 
Good, hide off, 150 pounds down 
Processing beef: 
Boneless bull meat 
Boneless canners and cutters cow meat 
Lamb carcasses: Choice 
Pork cuts (fresh): 
Loins, under 12 pounds 
Skinned hams, 14 to 16 pounds 
Picnics, 6 to 8 pounds 
Bellies, 12 to 14 pounds 
Boston butts, 4 to 8 pounds 
Fat backs, 12 to 14 pounds 
Spareribs, 3 pounds down 
Other products 
Lard, P. 8. loose 
Tallow, prime 
Grease, A white 
Heavy native steer hides 
Wool, 48 bid. ter. 


Dollars per hundred weight 


Now, M 


ar. 


3-5, 1952 


$56 
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45 
41 
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ceilings "1951 euings | x1ear ago 
S58. OF $55. 25 9? +3 
Ab. OO 54.00 4 Small 
54. Of 50. 5 —10 
9 O00 —7 
49. 00 44. Al 15 6 
47. 00 44.4 14 —Q 
56. 00 54 5 l 2 
54. 00 oO. Of 1 7 
60. 70 60. 00 —4 —3 
58. 10 57. 50 9 " 
59. 80 54. 00 91 1% 
1. 50 45.50 18 en 
49. 50 51.00 1] —13 
35. 00 $5.58 24 —25 
35. 00 41. 46 { —27 
44.00 42. 4¢ 17 —14 
14. 20 14. 50 2Y —30 
40. 50 R. 2B —i0 —4 
18 43 
10.12 lf — it 66 
10.12 16. 2 —49 6S 
28. 00 33.7 56 —t4 
2. 33 2. 96 — 46 —58 





1 Clean basis, cents per pound, 
Source: National Provisioner and USDA, 


96315—52—pt. 2 13 
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CONCLUSIONS : PRICE CONTROLS ARE NOT A SOUND WAY OF DEALING WITH INFLATION 
: IN THE CASE OF MEAT 


7 public has gotten no real benefit from price controls because— 

Prices have been below ceilings much of the time. Conditions of supply 
ae demand, not controls, have lowered meat prices. 

2. During the part of the year when prices reached ceiling levels, widespread 
violations developed immediately, revealing the inability of price controls to 
control prices. 

3. The efficient distribution of meat was seriously disrupted by the inequi- 
table application (including violations) of the controls to various segments of 
the meat industry. 

4. Those who observed the ceilings were penalized, those who did not received 
a premium for their dishonesty. 

The total meat supply in 1951 was lower than it would have been without 
controls. Hence meat prices have been higher than if there had been no controls. 
Furthermore, the consuming public will not benefit in the future because— 

1. If meat prices should increase to ceiling levels, black markets would surely 
develop. There is ample evidence that OPS ceilings are incapable of enforce- 
ment. 

2. If the free-market price for meat should advance substantially above ceil- 
ings, rationing would have to be imposed. Such a program would be highly 
unpopular with the public generally. 

3. The potential meat supply is larger, providing production is not discouraged 
by OPS regulations in the future. 

4. With 24% million more people being added to our population each year, 
every effort must be made to encourage, not discourage, meat production. 

5. Price regulations only serve to confuse the issues and dilute efforts to 
control inflation, which problem can only be handled by a forthright program 
of fiscal and monetary controls and increased production. 


The Cuamman. Mr. LaRoe, of the National Independent Meat 
Packers Association. 

Mr. LaRor. We have compressed our statement into 10 minutes or 
less. We have our president, Mr. Heinemann, here, and if I may 
read this 2-minute statement, and then call Mr. Heinemann for 5 
minutes 

The Cnuarrman. I hesitate to do that because yesterday we refused 
four people permission to do the same thing. I would be glad to have 
Mr. Heinemann read it and put it in the record. But if T did that I 
would be in an embarrassing position, having refused several people 
yesterday. 

Mr. LaRor. I would not want to embarrass the chairman. 

May I read my brief statement and then have my statement and 
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. Mr. Heinemann’s filed for the record 
The Cuarrman,. Certainly. 

. ££ STATEMENT OF WILBUR LaROE, JR., GENERAL COUNSEL, NATIONAL 
: a INDEPENDENT MEAT PACKERS ASSOCIATION 
” Mr. LaRor. We earnestly ask the Congress to suspend meat price 
; control now that nearly all of our prices are below the Government 
fg ee ceilings. 
3 S I submit that it does not make sense to continue the burdensome 
s & regulations when economic conditions are such that price control has 
sz 2 little, if any, effect. 
+ We think that double roll-backs are very unfair. We have suffered 


double roll-backs on hides and on tallow. Now that Mr. Phelps ad- 
mits that there should not be further roll-backs as economic condi- 
tions drive prices downward, we ask the Congress to cancel the double 
roll-backs which have been made. 
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Senator Bricker. Those roll-backs were made after the prices de- 
clined, were they not ? 

Mr. LaRor. Yes. The policy of the OPS was very unfair. What 
they did was to set what they thought was a reasonable price, and 
then when competition forced the prices down further they made their 
maximum ceilings follow it downward. That is not fair. 


Senator Bricker. That was an effort to take a little credit, was it 
not ¢ 


Mr. LaRor. Yes; I think so. 

The CuamMan. We are below the ceilings today ? 

Mr. LaRor. That is right. 

Our beef situation is so bad that I could readily prove, if given an 
opportunity, that when cattle prices reach compliance ceilings our 
industry will suffer a loss of $9 per head on every steer killed, even if 
we get full maximum OPS ceilings on everything we sell. 

The Cuaman. Enlarge on that a little. 

Mr. LaRog. I will be glad to enlarge on it. 

We have men in our business who. slaughter nothing but beef, and 
they are getting by with a terribly thin margin right now only because 
of their ability to buy below the ceilings. Tf the animals come up to 
the full compliance level and we get the full maximum prices, OPS 
prices, on our products, we will lose $9 a head on ev ery steer slaugh- 
tered, and if the committee is interested I can prove that figure. 

The CHarrman. Let me ask you this: Should that happen, would 
you not have the hardship clause to go by? 

Mr. LaRor. I did not understand your question. 

The Cuaimman. If that should happen, would you not be in a posi- 
tion to be relieved under the hardship clause ¢ 

Mr. LaRog. Oh, yes; if we can get relief. I am a lawyer, and this 
business of filing protests with OPS and waiting for them to be 
adjudicated, and their calling for more information—why, we have 
had protests for months and months under the Capehart amendment 
which we cannot get. They have not acted yet. 

A meat packer can 1 die before he gets relief out of OPS 

The Cuairman. That comes back to this, that it is the administra- 
tion of the Jaw rather than the law itself, even if you do not believe 
inthe law. The law does give that authority. 

Mr. LaRor. The administration of the law is so bad that what you 
ought to do is suspend price control as long as the prices are so far 
below ceilings. 

The Cuarrman. That is my opinion. 

Senator Bricker. What are your meats that are now at ceiling? 

Mr. LaRor. The only one I have heard of recently is this delica- 
tessen type of beef. Most of the prices are so far below ceilings that 
there just is no reason for price control. And, where today we “might 
get a dollar back by raising our price because of the way hides and 
tallow have gone down, they will not let us do it because we would be 
in excess of their ceilings. 

Senator Bricker. W hat do you think would be the effect upon the 
price of beef if all price regulations were taken off of meat products? 

Mr. LaRor. Is that not answered, for the present at least, by the 
fact that competition has forced the pr ices so far below the ce lings 
today—I cannot conceive that, economic conditions remaining as they 
are, that the removal of price control would affect to any appreciable 
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extent the price picture. That is answered by the fact that the present 
economic price structure in our industry is not dictated by price con- 
trol but by competition. 

Senator Bricker. I know that is true today. 

Mr. LaRor. Then it may be later—ours is a seasonal industry—it 
may be later that picture will change in another year or another half 
year, but we think that price control should be suspended and that 
some formula should be adopted for the reimposition of control if 
and when there is danger of inflation. 

Senator Bricker. Do you have any idea how much it would cost 
your industry to make the reports that are required under OPS? 

Mr. La Ror. Nobody could measure that. The terrible strain on 
the industry, the time consumed, the employment of clerks to make 
these reports—all I can say is that it runs into a huge amount of 
money. 

There is a popular misconception to the effect that the meat-packing 
industry makes undue profits. It can be proved that the average 
profit from the sale of meat is less than one-third of a cent per pound. 
The truth is that there could be no appreciable effect on inflation even 
if all meat packers slaughtered without any profit. 

In other words, if the meat packers sh ould decide today to perform 
their entire service without any profit at all, the effect upon inflation 
would be less than half a cent per pound. 

Price control is generally recognized as un-American except under 
the stress of emergency. There is no emergency as long as nearly all 
meat prices are far below ceilings. It follows that meat- -price con- 
trol should at least be suspended until there is some danger that the 
prices will exceed the ceilings. A formula on that would be easy. to 
develop. 

The Crarrman. If they do not do it within a month, I think we 
will do it. 

Mr. La Ror. That is the best news I have heard for a long time. 

The Cuamman. Mr. Wilson said we would have it in a month. We 
certainly want some formula here. 

Mr. La Ror. We cannot make a move. I have written the strongest 
please to the OPS to suspend these controls in order that the beef 
part of our industry at least may not go into the hole financially. 

The Cuarman. There is no reason to have control on tallows and 
things like that. What is the price on it now? 

Mr. La Ror. The price on tallow depends upon the kind, but it is 
down 5 or 6 cents. 

The Cuarrman, It is way below ceilings. 

Mr. La Ror. It is so far below ceilings it is not funny. I saw a 
grease quotation the other day of something over 4 cents, and lard is 
way down, less than half of what it was and yet they will not decontrol. 

The Cramman. There is no sense to keeping controls on things of 
that kind. 

Senator CaprHart. I can say “Amen” to what the chairman has 
said, 

Mr. La Ror. Thank you very much. 

I would like to state also, Mr. Chairman, that I am authorized to 
say that the Eastern Meat Packers Association concurs in my state- 
ment. 
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I shall not take more time. May I have it said that Mr. Heinemann’s 
summary will be placed in the record ¢ ? 

The Cuairman. It will appear in the record and the chairman re- 
grets that he could not comply with your request, but anything he 
wants to file, he may file not only today, but through the 21st. 

Mr. La Ror. He has a brief summary like mine, plus a very brief 
statement, and I would like my very brief four-page statement to be 
made part of the record. 

The CuarrMan. That shall be made a part of the record as will Mr. 
Heinemann’s and the summary. 

Mr. La Ror. I thank you for your courtesy. 

(The statements of Mr. La Roe and Mr. Heinemann, and the sum- 
mary of statement are as follows:) 


STATEMENT OF Writpur LA Ror, Jr., GENERAL COUNSEL, THE NATIONAL INDE- 
PENDENT MEAT PACKERS ASSOCIATION 


Let me say at the outset that we are fully aware of the danger of inflation 
but we are convinced that so far as the meat-packing industry is concerned, 
inflation is being avoided, and can in the future be avoided, without imposing 
price control on our industry. 

The practical situation today is that most of our meat prices are below the 
Government ceilings, and are being fixed by the law of supply and demand. 
Even with our prices far below ceilings, we are still subject to all of the burden- 
some regulations which the Office of Price Stabilization has promulgated. 

It ought to be possible to devise an amendment under which price control 
would be reestablished only where necessary to prevent inflation but removed 
when the farmer fails to get parity prices or when our own prices are less than 
the ceilings. I suggest for your consideration the following amendment: 

Provided, however, That ceiling prices shall not be maintained on agricul- 
tural products, including livestock, and products processed therefrom, unless 
the Secretary of Agriculture certifies as to any product that it is in short supply 
and that the shortage threatens to affect adversely the control of inflation. 

I would ask you to bear in mind that our industry is not doing well. Price 
control has hit us and very hard. Today we do not get more than a new dollar 
for an old dollar when we slaughter beef. Pork operations are temporarily 
profitable but many slaughterers do not kill hogs. 

Our Nation sorely needs more meat and more production of meat animals. 
The per capita consumption has gone down as follows: 1944, 155 pounds; 1950, 
144 pounds ; 1951 (estimated), 138 pounds. 

If we multiply this loss of 17 pounds by 160 million mouths to be fed, we get 
a loss of 2,720 million pounds which indicates the shortage in production. I 
submit that under these conditions the Government ought to give our industry 
and the produc ers as many green lights as possible instead of red lights. One of 
our troubles is that the Government gives us too many red lights, including price 
control, denial of profits on beef, a double roll-back on hides and tallow, unneces- 
sary domestic allocation of hides in a period of great abundance, etc. Why in 
the name of fairness does the Government impose all of these red lights when 
the Nation needs more production ? 

If, therefore, threatened inflation requires an extension of price control we 
ask that it be done in a reasonable and temperate manner as to our industry, 
that it be not required when there is no danger of inflation, and that as many 
of the red lights as possible be avoided by the legislators. 

We want to protest vigorously against the policy of the Office of Price Sta- 
hilization in making a double roll-back in prices when the economic curve dips 
downward. After they fix a reasonable price, they ought not to reduce it when 
competition forces the price curve downward. I therefore submit for your 
consideration the following amendment to the Defense Production Act which 
was unanimously approved by Eastern Meat Packers Association at its January 
meeting in New York: 

“Provided, however, That since the purposes of the Defense Production Act 
were to control inflation and encourage production, and since prior roll-backs on 
agriculture commodities discourage production, no roll-back shall bé made in any 
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maximum price established pursuant to this act on any agricukural commodity, 
including livestock and the several products thereof, where a maximum-price 
ceiling has been established on such commodity pursuant to this act, and any 
such rell-back heretofore made in violation of this principle is hereby rescinded.” 

It is important for the Congress to understand that the margin of profit to 
the meat packers is so small that even if they slaughtered animals free of 
charge the effect on inflation could not be great. The average profit from 
slaughter is less than one-fourth cent per pound of meat. The average profit 
per sales dollar is just under 1 cent. I submit that a profit of less than 1 percent 
cannot have much effect on inflation. 

In view of these facts, and in view of the further fact that for some time 
meat prices generally have been well below the ceiling prices, we submit that 
there is no important reason for continuing price control on meat and that 
meat should be decontrolled, with authority in the Secretary of Agriculture to 
reactivate the controls if and when he feels that such action is required to 
control inflation. 


SUMMARY OF STATEMENT 


1. We earnestly ask the Congress to suspend meat-price control, now that 
nearly all of our prices are below the Government ceilings. 

2. I submit that it does not make sense to continue the burdensome regula- 
tions when economic conditions are such that price control has little if any 
effect. 

3. We think that double roll-backs are very unfair. We have suffered double 
roli-backs on hides and on tallow. Now that Mr. Phelps admits that there 
should not be further roll-backs as economic conditions drive prices downward, 
we ask the Congress to cancel the double roll-backs which have been made. 

4. Our beef situation is So bad that I could readily prove, if given an oppor- 
tunity, that when cattle prices reach compliance ceilings our industry will suffer 
a loss of $9 per head on every steer killed, even if we get full maximum OPS 
ceilings on everything we sell. 

5. There is a popular misconception to the effect that the meat-packing indus- 
try makes undue profits. It can be proved that the average profit from the 
sale of meat is less than one-third of a cent per pound. ‘The truth is that there 
could be no appreciable effect on inflation even if all meat packers slaughtered 
without any profit. 

6. Price control is generally recognized as un-American except under the stress 
of emergency. There is no emergency as long as nearly all meat prices are 
far below ceilings. It follows that meat-price control should at least be sus- 
pended until there is some danger that the prices will exceed the ceilings. 





STATEMENT OF C. B. HEINEMANN, PRESIDENT, THE NATIONAL INDEPENDENT MEAT 
PACKERS ASSOCIATION 


If the committee please, our first point is that in passing the Defense Pro- 
duction Act of 1950, the Congress definitely intended to treat all groups fairly 
and equitably and expected the administrators of the Defense Production Act 
to work with the industry advisory committees. This has not been done under 
Mr. Di Salle. The practical men in the Office of Price Stabilization were brushed 
aside and advisory committees in many cases were called in merely to O. K. 
steps that had already been decided upon. This is not real consultation. If, 
when the advisory committee was called in, it did net like what had been pre- 
pared in advance, it was nevertheless forced down their throats. As a result, 
a large number of the tallow and grease committee resigned in disgust. 

The present law supposedly forbids changes in established methods of doing 
business. The Office of Price Stabilization largely ignores this. It should be 
made mandatory. 

The present law was designed to forbid mandatory grading on certain meats. 
This also has been ignored with the result that the industry has been put to an 
expense of millions of dollars. 

We do not believe that Congress intended that price control should be effective 
until farm products have reached parity. It is unfair to agriculture to continue 
price control when the prices of farm products, including livestock, are abnormal- 
ly low. If the act is extended beyond June 30, it should make clear the intent of 
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the Congress in this matter and there should be automatic decontrol until the 
prices reach parity. 

Our next point is that there has been discriminatory action under the Cape- 
hart amendment. Not in a single instance has the meat-packing industry re- 
ceived any relief, although others, including the automobile industry, have been 
given several increases. OPS should be forbidden to avoid provisions of the act 
by their devious methods. In other words, they must be made to respect the in- 
tent of Congress. Roll backs such as are forbidden on beef should be forbidden 
on ali agricultural products unless the injured ones be fully indemnified on in- 
ventories. 

We wish to make it clear to the committee that meat prices are not out of 
line with hourly wages. In 1939 the average wage of the industrial worker was 
63.3 cents per hour as compared to $1.61 (cents) at the present time. This is an 
increase of 155 percent. Round steak in 1939 was selling for 26 cents per pound. 
The point we wish to make is that round steak at 91.8 cents per pound at the 
present time is just as cheap as it was in 1939 at 36 cents per pound. 

Our association does not believe in extending the controls, nor does it believe 
in any control of slaughtering. Experience shows that slaughter control tends 
to dislocate the movement of cattle and hogs into trade channels. 

I would like briefly to analyze the condition we face at the present time. Most 
of our farm products go into non-durable-goods production. Our non-durable- 
goods production such as food, clothing, and so forth, is 10 percent above the peak 
production in World War II. Therefore there is no particular shortage of these 
items either for the military forces or the full operation of our civilian economy. 
In my opinion there is no need for price control on these items. 

We feel that one of the important problems that confronts the livestock and 
feeding industry is an ample supply of feed to take care of the livestock num- 
bers now on the farm. We urge every effort to increase the feed supply and 
personally, we would like to see a great diversion of acres in soybeans to corn 
thus alleviating the situation of abnormally low fats and oils prices while, at 
the same time, making an increased supply of corn available for feeding purposes. 
Therefore, we are firmly convinced that unless we maintain a proitable feeding 
operation in the livestock industry, then the packing industry and the consum- 
ing public will suffer in direct proportion. Excessive controls which tends to 
make feeding operations unprofitable can very easily become the cause of higher 
meat prices as production is curtailed at the source. 

We would like to see a continuance and strengthening of the so-called Herlong 
and Capehart amendments. These amendments provide that all normal cost 
factors must be taken into consideration in arriving at ceiling prices. There are 
two reasons why they should be considered. First, no business can operate 
properly unless it does have a fair and equitable operating margin and too low 
a margin will tend to cut back production. Second, about 40 percent of the 
Federal revenue comes from corporate tax liability. Too low an operating mar- 
gin is a delusion because it cuts back beth the income of the corporation and 
also cuts back the revenue collected because of the tax equation. Too low an 
operating margin means an indirect subsidy to the consumer through a forced 
increase in the national deficit. 

We feel that we have been most unjustly treated in the matter of hides and 
tallow, the prices of which are depressed to the point of real distress. We see 
no fairness in double roll-backs and we feel they should be prohibited by statute. 
It is interesting in this connection to note that Mr. DiSalle made the statement 
that there was no cost of production on tallow. This was a shock to our industry 
and we believe it will be a shock to the committee. Producers now refer to the 
“DiSalle breed” of cattle which have no hides and no fat. Furthermore, it is 
a notorious fact that the shoe people were called into conference when hides were 
under consideration and that they were in part responsible for the outrageously 
low prices on hides. The large soap manufacturers were also called and recom- 
mended the very low prices on inedible animal fats and oils. We feel confident 
that the unfair ceiling on tallow have been a direct factor in holding back meat 
production and foreing down the price of livestock on the public markets. 

We asked one of our members, whom we consider tops in beef operations, to 
set out for us his viewpoint on the present hide and tallow price situation forced 
on the industry by OPS. We have his reply, which reads as follows: 

“You asked me to put the hide and fat story down on paper. Here it is: I 
buy a live steer that has an 80-pound hide on his back, and 60 pounds of fat in 
his body. I pay 36 cents a pound for this hide and fat or 140 times 36 cents, 
which is $50.40. 
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“After the 60 pounds of fat is rendered into tallow it will weigh 48 pounds and 
I sell it at 514 cents per pound delivered, or $2.26. After 30 days cure, in which 
time I furnish storage space, salt, and labor I deliver the 80-pound hide to the 
tanner. It then weighs 68 pounds and if it should be a No. 2 or cut branded hide, 
it brings 10 cents a pound or $6.80, making a grand loss on the hide and fat of 
$41.34 plus labor. 

“You have also often heard me say there are times of the year when the steer 
operation takes care of the cows and there are other times when the cows carry 
the steers—all compliance reports will prove this claim. Our week closing today 
finds our steers costing $5 per head less than last week while the cows cost $7 
per head more than last week, on a compliance basis. 

“We have not yet been able to kill bulls in compliance. Therefore, as I have 
said before, if you separate compliance records on the different types and sexes 
there will be times when meat will be very scarce in legitimate channels.” 

We wish to correct a popular misconception as to the high cost of food. The 
average expenditure for food, excluding alcoholic beverages and tobacco, for 
the year 1951 amounted to 21.5 percent of the national income, which was slightly 
less than the figure for the period 1929-50. The public is probably under the 
impression that food prices are relatively out of line with the earning power of 
the people, but the truth is that the people are more able to buy meat today than 
at any time since 1929. Our future as a Nation depends in large part on expand- 
ing our livestock industry. The gross farm income in 1951 was $37,5 billion and 
it cost the farmers $22.5 billion to attain this production. Livestock products, 
dairy products, and poultry make up about 55 percent of the cash sale value of all 
farm products. Unless we maintain a sound and productive livestock industry 
our Nation will be badly hurt. 

To keep the record straight we wish to file with this committee as a part of 
this statement the views approved by our members by unanimous vote, August 
11, 1950, before controls were imposed on the industry. We submit that the 
views therein expressed or implied were all justified. 

We registered opposition to controls features as follows: (a) Price ceilings; 
(b>) quotas on meats; (c) rationing: (d) roll-back in prices: (¢) subsidies. 

But, if conditions make it absolutely essential that some controls be approved, 
these suggestions were approved by unanimous vote: 

(a) There must be price ceilings on live animals which are fair to producers, 
so as to encourage continued and increased production. 

(b) Wholesale meat prices ceilings must reflect a fair margin for slaughter- 
ing, processing, and marketing meats derived from ceiled livestock. 


SUMMARY OF STATEMENT 


1. The Office of Price Stabilization has not fairly administered the Defense 
Production Act. It has failed to make proper use of the advisory committees, so 
much so that many members of the Tallow and Grease Committee resigned in 
disgust. 

2. OPS has largely ignored the statutory provision forbidding changes in 
established methods of doing business. As an example it imposed mandatory 
meat grinding in violation of the law. 

3. Price control should not be effective until farm products have reached 
parity. There must also be an automatic decontrol when prices drop to parity 
and remain below for, say, 10 days or more. 

4. Our members have been discriminated against under the so-called Capehart 
amendment. Much relief has been given to the automobile industry ; none to our 
industry. The Herlong and the so-called Capehart amendments should be con- 
tinued if the Defense Act is extended. 

5. Meat prices are not out of line with hourly wages. It is easier for the in- 
dustrial worker to buy meat today than in previous years, and at or below the 
former percentage of his wages. 

6. We are against Slaughter controls because of the discrimination in their 
use. 

7. We urge every effort to increase the feed supply because there is grave 
need of more animals. Excessive controls handicap production. More land 
suited for livestock feed should be allocated for that purpose. 

8. Our operating margains have been badly cut. and this will hurt Federal 
taxes and also hurt production. Many small packers have sustained ruinous 


losses. 
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9. We were accorded exceptionally unfair treatment on hide prices. To show 
how we were treated we need only state that the shoe trade representatives were 
called into conference with OPS, and the subsequent price roll-back in hide prices 
presumably represents the shoe industry’s idea. Certainly the packers were 
not called in to confer until the stage was set. It is about as fair as it would 
be to call in the packers to set live meat animal prices without consulting the 
producers. 

10. Our treatment in the roll-back on inedible animal fats—tallow and grease— 
was, if anything, even more unfair. In the latter case the large soapers were 
called into conference with OPS to set prices on our inedible fats. And don’t 
be misled about the promise to reduce soap product prices. This roll-back on 
hides and inedible fats deserves a complete investigation by the Congress, as 
there may have been more to the roll-backs than has been disclosed. We urge 
you to study the results from these unfair roll-backs as set out on pages 2 and 3 
of my statement. 


11. We stand definitely against (a) price ceilings; (0) quotas on meats, as 
administered by OPS fieldmen; (C) rationing to consumers; (d) roll-back in 
prices without protection; (¢€) subsidies such as we had under OPA. 

But, if conditions make it absolutely essential that some controls be approved, 
there must be price ceilings on live animals which are fair to producers, so as 
to encourage continued and increased production. 

The Cuarrman. The next witness is Mr. Liljenquist of the Western 
States Meat Packers Association. 


STATEMENT OF I. BLAINE LILJENQUIST, WESTERN STATES MEAT 
PACKERS ASSOCIATION, INC. 


Mr. Linsenguist. Chairman Maybank and members of the com- 
mittee, the stated purpose of the Defense Production Act is to achieve 
all-out production of goods and to check inflation. With respect to 
the livestock and meat industry it has been demonstrated that price 
controls disrupt the industry, hamper production, and do nothing to- 
ward remedying the real cause of inflation. 

We had a very good indication last year of the effect that price 
controls have on our industry. This occurred when we lost several 
million pounds of beef because cattle were not placed in the feed yards 
as a result of the OPS program to create uncertainty as to what the 
market was going to be. We feel that that always happens under 
price control, production is hampered because controls create uncer- 
tainty in the market. The producers of livestock and the feeders of 
livestock hesitate to go into an all-out production program because as 
their costs of production increase, they will find themselves in a price 
squeeze. This has a very serious effect upon production of beef. We 
believe that price and wage controls are ineffectual, unworkable, and 
contrary to the interests of the people, and that title 4 containing au- 
thority for price, wage and rationing controls, should be deleted 
from the Defense Production Act. 

Efforts to control prices are as old as recorded history. There is no 
‘ase on record where they have succeeded for any length of time 
against inflationary factors. The code of Hammurabi, promulgated 
about 2000 B. C., fixed prices, wages, interest rates, and fees without 
success. Nation after nation has tried it and likewise failed. 

It is rather interesting to comment on a statement which was made 
by John Mason, an Englishman, in 1550, in speaking of price controls 
that had been in effect in England at that time. He said: 


I have seen so many experiences of such ordinances: and ever the end is dearth, 
and lack of the thing that we seek to make cheap. Nature will have her course, 
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and never shall you drive her to consent that a pennyworth shall be sold for 
afarthing. * * * 

The CuarrMan. I am going to have to ask you to excuse me. I have 
an engagement with the majority leader. 

What is the desire of the committee, after this gentleman testifies ; 
chall we recess until 2:30? 

Senator Bricker. I think that would be well. 

Senator Frear. Yes. 

Mr. Liwwenquisr (continuing) : 

For who will keep a cow that may not sell the milk for so much as the merchant 
and he can agree upon? 

During the French Revolution, paper money was issued with reck- 
less abandon. With prices rising rapidly, the Government imposed 
price control. The first result of the maximum price control law was 
that every means was taken to evade the fixed price imposed, and the 
farmers bought in as little produce as they possibly could. This in- 
creased the scarcity, and the people of the large cities were put on an 
allowance. Tickets were issued authorizing the bearer to obtain at the 
official prices a certain amount of bread or sugar or soap or wood or 
coal to cover immediate necessities. Shopkeepers could not sell such 
goods without rum. The result was that very many went out of 
business and the remainder forced buyers to pay enormous charges 
under the very natural excuse that the seller risked his life in trading 
at all. This excuse was valid because the daily lists of those con- 
demned to the guillotine frequently contained the names of men 
charged with violating the maximum price laws. Despite the adoption 
of rationing, the price control law could not be enforced and after a 
period of a little more than a year was repealed. 

In our own country neither the Democrats nor the Republicans 
were responsible for abolishing price controls in 1946. Price controls 
broke down, and late in the year President Truman merely officiated 
at the final rites. 

You may recall that on October 14, 1946, President Truman in a 
prepared statement said: 

Some have even suggested that the Government go out on the farms and ranges 
and seize the cattle for slaughter. This would, indeed, be a drastic remedy. 
but we gave it long and serious consideration. We decided against the use of 
this extreme wartime emergency power of government. It would be wholly 
impractical because the cattle are spread throughout all parts of the country. 

In other words, here was a President of the United States, in a 
democratic country, planning to take the cattle away from the farmers, 
and deciding against it only because it was impractical. 

President Truman likewise said on October 14, 1946: 

Another remedy suggested by many people was to have the Government seize 
the packing houses, This offered no real solution, however, because the seizing 
of empty packing plants would avail us nothing without the livestock. 

This was a dramatic way of expressing the situation. Prior con- 
trols broke down and they will break down again if inflationary pres- 
sures develop. 

OPS has been trying to take curtain calls for the recent stability 
and declines in prices. Since a majority of prices are below ceilings 
OPS has now devoted its maim efforts to revising the ceilings down- 
ward to current market-price levels. OPS, in taking credit for prices 
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falling below ceilings, does not explain exactly just how they were 
responsible for this. 

Senator Bricker. They get a little publicity on it and send out some 
propaganda. 

Mr. Linsenquist. They have extensive press facilities to tell people 
about the controls and largely they are telling them how important 
they are in holding down the cost of living. 

Senator Bricker. To hold on to their jobs. 

Mr. Linszenquist. But just why the taxpayer should finance public 
officials to fix prices at just above current market levels is another 
one of those Washington mysteries which are hard to explain. 

Senator Bricker. I think you have already explained it. 

Mr. Linsenquist. Thank you, Senator. 

Director of Mobilization Charles E. Wilson in his latest report said: 

The shift from the inflationary boom of 1950 to the stability in 1951 occurred 
as quickly and decisively as it did because of concerted Government action. 

Mr. Wilson should be aware that it was high production, not. price 
controls, that stopped the wave of buying follow! ing Korea. ‘The peo- 
ple finaly became convinced that goods would continue to be available 
in adequate supply. 

Mr. Wilson’s own report shows that wholesale prices have risen by 
46 percent in France and 27 pere ent in Great Britain since Korea, 
while they advanced by only 12.5 percent in.the United States, despite 
the relativ ely far greé iter outlay on defense production in this country. 
France and Britain certainly have their fill of government controls. 
The relative stability of the price level here must be attributed, there- 
fore, to the remarkable poe record of American industry. 

During World War II the Government took 40 percent of the total 
production output of the United States. In 1951 it took 21 percent 
of our production, just slightly over one-half as much as during the 
late war. But production has reached a level whereby the amount 
of goods left for consumers is exceeding demand and prices are 
falling. 

High production is the real answer to the problem of inflation, but 
if we are to achieve full production the unrealistic, arbitrary, con- 
fusing, and unsound price controls must be removed. Controls are 
the greatest handicap to production. They cause a lack of confidence 
in future markets, because if production costs rise the producer or 
manufacturer finds himself fnevitably in a price squeeze. 

In our own industry the administration’s price-control program is 
noteworthy for its impracticability. It leads to black marketing, dis- 
ruption of meat production, maldistribution of products, and diver- 
sion of millions of man-hours of time for studying confusing regula- 
tions and making reports. 

Senator Bricker. Do you have any idea how much of your total 
administration cost that is? 

Mr. Liuszencutst. We have no information, but we feel that the $70 
million which is to be appropriated for the Office of Price Stabiliza- 
tion in the coming fiscal year is only a small part of the total cost of 
the price-control program to the Nation. 

Senator Bricker. For every regulator, how many people do you 
take back in industry to comply with this order ? 
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Mr. Livsenquist. In our packing plants alone we have hundreds 
and hundreds of people who spend almost their full time studying the 
confusing regulations of the Government and trying to fill out the 
endless reports which are required by the regulations. 

When you multiply that by all of the businesses in the United States, 
it would be a terrific amount of wasted manpower. 

Controls add to the burden of the taxpayer, breed contempt for law 
and government, create health hazards when livestock are illegally 
slaughtered by black marketeers, and result in loss of byproducts and 
life-saving medicines. 

We earnestly feel that if a common-sense meat program as sup- 
ported by our independent meat-packing industry were adopted by 
the administration, installing a system of strict economy, a pay-as- 
you-go-tax program, limiitation on consumer credit and real encour- 
agement of individual savings as well as urging and orienting the 
consumer on how to be a thrifty meat buyer, and farmers and ranch- 
ers encouraged to adopt an all-out program of increased production, 
we could stabilize prices and produce all of the meat necessary for all 
of our needs, both civilian and military. 

With the present control system in effect, however, we are doubtful 
that production of meat can be stepped up to meet our full require- 
ments. It is well known to the industry how millions of pounds of 
beef were lost last year by the reduction in feeding due to Government 
control and roll-bock policies. Now we learn that this spring’s pig 
crop is being cut by 5,000,000 pigs due to Government bungling at a 
time when greater production is needed. 

Nevertheless, compared to prewar, the meat-price situation is not 
as critical as it has been made to appear. Cattle numbers are at a 
record high, and per capita consumption of meat is considerably above 
prewar. C ons umption during the 5 years before the war, 1935 
through 1939, averaged 126 pounds per person. According to the 
Department of Agriculture, consumption was at the rate of 158 
pounds in 1951 and is expected to increase in 1952. 

When Paul Porter was Administrator of OPA he said that the 
purpose of price controls was to keep the law of demand and supply 
from operating. If controls reduce or hold down meat prices in the 
face of rising income, consumers demand more meat than before and 
a scarcity occurs. 

On the other hand, reduced ceilings on livestock means that farmers 
and feeders receive less compensation for their work, and the incen- 
tive to produce more animals and more meat is reduced. Fear of 
arbitrary action on the part of Government always throws a damper 
in farmers’ plans for growing and feeding livestock. The controls 
therefore encourage consumption on the one hand and discourage 
production on the other. 

Our industry does not believe that full production can be achieved 
if controls stay in effect. The industry is so complex that man-made 
controls cannot do the job. OPS has ar. impossible task. 

One thing that is obvious to the meat packer, and to the consumer 
also, is that rationing and price controls cannot succeed in getting 
good distribution of meat and meat products to retail stores. In the 
absence of controls, however, that job is splendidly and automatically 
handled by industry. 
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One of the great accomplishments of the meat industry is its ability 
to put fresh meat in all the butcher shops in the Nation and keep those 
shops constantly supplied. With no controls in effect you can walk 
into any butcher shop and make your purchases from a variety of 
freshly received cuts. If the industry is allowed to operate after 
June 30 unhampered by controls, there will be meat available in all 
the stores with grades and cuts for every pocketbook. 

The industry's experience with price controls impels it to declare 
in the interest of the American people that controls must be discarded 
now as unnecessary and unworkable. If they are not discarded, there 
will be more black markets, disregard for law, unsanitary practices, 
waste of meat and valuable byproducts, and maldistribution of meat to 
consumers. 

As soon as price controls cause a scarcity of meat, the functioning 
of the industry’s efficient distribution system begins to fail. The first 
effect is a decrease in supplies available in those areas most distant 
from the imported areas of livestock production, such as Washington 
and New York. Consumers in these cities will be among the first to 
stand in line and see the empty meat cases. 

Severe meat shortages occurred during World War IL. While the 
shortage was general, some areas were destitute for the reason that 
necessary additional costs, such as transportation, tended to prevent 
the flow from areas of production to deficit areas. Fixed prices do not 
allow for these variate costs. Conditions are ever changing. Some 
areas are in an export position at one season and import at another. 
Some areas import feeder cattle and export fat. Other areas import 
fat cattle and export feeders. Again, in the field of distribution as 
in the field of price, the free play of economic forces makes the neces- 
sary adjustment far more equitably for all concerned than could ever 
be done by edict. 

As soon as the supply of meat becomes critically scarce, as it will 
do if price-control regulations remain in effect, the necessity for 

rationing will follow. Six years ago housewives threw away their 
ration books with the sincere hope that they would never have to be 
used again. 

The certainty that ceiling prices will lead to rationing is pointed 
out in Business Week in the following example : 

Suppose a butcher can get or make just 500 pounds of hamburger a week, which 
he can sell at 69 cents a “pound. He sells out by Saturday night. The roll-back 
will lower the price to 57 cents. At that price he will sell out before Saturday 
night. Those left without hamburger will insist upon rationing. Many OPS 
beef experts agree this is just what will happen. 

Full-scale production and removal of controls eliminate the need 
for rationing. 

As long as price controls are in effect the administration will have 
to ask for additional power to bolster up its failing program. We have 

seen how price controls will make rationing necessary. Scores of 
complicated amendments, rules, orders, decrees, interpretations, and 
declarations will pour out from OPS. Greater enforcement power will 
be needed, and finally an army of policemen and other OPS per- 
sonnel greatly exceeding the 60,000 employees of the OPA will be 
demanded. 

During OPA a slaughterer of beef had to be familiar with over 
a hundred regulations. 
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Former Economic Stabilizer Dr. Alan Valentine stated that the 
price and wage controls as administered now are a “futile, expensive, 
and even tragic venture.” He said that the general freeze of prices 
was never intended to be more than a stopgap measure and a sop to 
public pressure. He said further that “production is essential to the 
defeat of inflation, and the short-term value of price control may 
already be more than offset by its impairment of production and pro- 
duction incentives.” He said that most Americans make a mistake 
in thinking of price controls as a primary weapon against inflation, 
but that this was natural since the Government has done little to 
educate the public to the contrary. 

Some people feel a certain sense of security in price controls. They 
erroneously believe that price controls can stop inflation. This false 
sense of security in price controls may prevent the taking of positive 
steps to correct the real causes of inflation. 

Price controls are like a narcotic that may give you a little lift but 
after it is over you will be worse than before. 

Regardless of man-made controls, the forces of demand and supply 
will continue in effect and all inequities will be corrected by the biack 
market. We believe that we can outproduce our enemies, but we doubt 
the wisdom of trying to outcontrol them. 

In a free economy, during a time of increasing demand and rising 
prices, marginal produe ers with higher-than-average costs of produc- 
tion are automatically encouraged to produce. When the production 
has increased until it equals demand, competitive forces ala itically 
check this marginal producer, and balance is maintained. It is an 
utter impossibility for an Administrator to anticipate all of the factors 
in our complex system and substitute arbitrary orders which will 
function. 

Because livestock prices cannot be fixed at all until slaughter results 
are known, the very nature, of controls is such that the black-market 
buyer is not recognizable by the price he pays for livestock. 

Probably by far the greatest amount of violation occurs in the twi- 
light zone or “gray” market. Complete enforcement of complicated 
price controls is an impossibility. 

Meat is perishable and impossible to define accurately in terms of 
grade, fat, tenderness, trim, content of bone, and so forth. These are 
just as important as the price in determining what the consumer gets 
for his money. Constant supervision at every point of sale is neces- 
sary to insure compliance. 

We should not place the livestockman, the slaughterer, or the meat 
dealer in the position of going “gray” or going out of business. 

The livestock and meat industry, 1 in order to help meet the national 
emergency by making as much meat available as possible, began sev- 
eral months ago to develop an effective program to increase live- 
stock and meat production. Nineteen agricultural groups, including 
the leading farm and livestock organizations, with the assistance of the 
Doane Agricultural Service of St. Louis, has launched a comprehen- 
sive program which embrates every possible means of getting more 
meat. 

The industry’s production program, if unhampered by controls, 
may very well increase per capita consumption in the next few vears 
to 160 to 170 pounds. 
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This plan, entitled “A Common-Sense Meat Program,” calls upon 
farmers to increase production of feed grains and livestock producers 
to boost animal numbers. It covers such goals as grassland improve- 
ment and better use of pastures, efficiency in feeding, reduction of death 
losses, and a host of other ways to increase output. 

The industry’s program also calls on Congress and the administra- 
tion to attack the causes of inflation through adoption of sound mon- 
etary and fiscal polici ies, 

You cannot have cheap meat and cheap dollars. We are convinced 
that the solution to the inflation problem is to restore the value to 
the dollar and not to concern ourselves with techniques such as price 
controls, which are not even designed to deal with the problem. 

We should make sure that we handle the national debt in a way not 
to increase the money supply, and we must cut Federal expenditures. 
We are going to support the Congress in cutting Federal expendi- 
tures. 

This positive program calls for making sure we get on a pay-as- 
you-go tax basis and stay there, and that we also tighten credit and 
encourage savings so that purchasing power can be in balance with 
the production that can be made. 

The program we support has no place for price or wage controls. 
It is designed to get at the causes of inflation. It is an affirmative and 
workable program. Price controls deal with the symptoms: they do 
not deal with the causes. They do nothing to increase production. 
They are only able to decrease production. That is their only effect. 
We do not think there is any painless way to control inflation. 

Our industry believes firmly in the American way of life through 
which this country has achieved its progress. Our system respects 
individual initiative and stimulates production and thrift. The 
other system, prominent in the world today, relies on the state and 
makes the government master of the people. We have faith, as vou 
do. in the American way and believe that the interests of our Nation 
will be served by guarding against encroachments on human liberty 
which inevitably come with planned economy and excessive govern- 
ment controls, 

Gentlemen, we believe that the American industry can produce 
the goods which are needed, both by our military and by civilians, 
unless we are loaded down by Government control. Price controls 
and other extensions of Federal power make the Government officials 
masters of the people rather than the servants of the people. 

We feel that the trend toward greater Government power and 
more control is dangerous. It robs us of our freedom. Government 
controls are so inflexible and so arbitrary that they create great dist urb- 
ance in industry and, as I have already pointed out, they hamper 
production. We can. therefore, see no good reason why we should con- 
tinue a program which causes greater harm than it does good. 

We hope that Congress will reduce the cost of Government by 
striking title IV from the Defense Production Act. The Economie 
Stabilization Administration does not in dur opinion get at the causes 
of inflation. It does not add to production. It just adds to the cost 
of doing business. 

We therefore recommend that you terminate that part of the De- 
fense Production Act at this time which relates to price, wage and 
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rationing controls. It will help America to remain strong and to 
do the job that we all want to do. We should take affirmative action 
now to stop this needless burden which is wasteful of American effort 
and American enterprise. 

Senator Bricker. I note here you say during the OPA a slaugh- 
terer of beef had to be familiar with over 100 regulations. 

How many are there under OPS! 

Mr. Lavsenquisr. Thus far the OPS regulations are building up— 
we have had five or six amendments to the beef regulation. There are 
regulations now in effect on lamb and mutton. There are regulations 
on hides, 1 ‘egulations on tallow, regulations on veal, and a regulation 
on sausage is about to be issued. 

All in all, under OPA there were 1,400 rules and regulations cover- 
ing the meat packing field with which a meat packer had to be familiar. 
He was constantly out of compliance. He was in a position where he 
was faced also with the problem of having to disobey some regulation 
if he were to stay in business. 

We feel that it is unnecesary to put American businessmen in a 
situation where they must disobey the law if they are going to save 
their business. 

We have a great and effective regulator in demand and supply. 
It has done a great job for this country and does the best job for all 
countries. We certainly do not want to see the law of demand and 
supply taken from our business in this country. 

When OPA was in effect Paul Porter said that the purpose of the 
Government control program was to replace the law of demand and 
supply. 

When that is done, all the inequities of the arbitrary man-made 
controls are corrected in the black market. 

Senator ScHorrreL. | would like to ask one question which is a 
little afield. Do you find there is considerable alarm, particularly 
among the sheep processors‘ Are they not being alarmed by the 
number of frozen carcasses that are being shipped into this country 4 
I have begun to receive letters on it from Western States and certain 
areas in the sheep-production sections expressing some alarm about 
the increase in those quotas that is coming in. 

Do you have anything to say about that / 

Mr. Linsenquistr. I would : say this, Senator, that the sheepmen 
have suffered terrific losses this year as a result of controls which 
have been in effect, and so at this particular time when carcasses are 
coming in from foreign countries it adds to their competition and 
increases their loss position. 

Normally I would say without controls that we could absorb quite 
an additional amount of meat from these other countries without its 
having a disastrous effect. 

Our industry has developed what we call a more-meat program. 
We feel we can increase production of meat in this country very, 
very greatly. Our program embraces every possible means of in- 
creasing production and we are working actively at that and are, 
we feel, getting some substantial results. But Wwe cannot achieve 
full results in our program of increasing meat production as long 
as we have controls in effect which prevent a realization of these 
increases from taking place. 
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We have a great future ahead of us in the meat-packing industry 
and in the livestock industry if we are not prevented from producing 
as we should. 

Senator Bricker. I want to ask the same question of you I asked 
of Mr. LaRoe. What do you think would happen to the price of 
beef, temporarily, if all price controls were taken off ¢ 

Mr. Lisenquisr. Senator, I believe the present price of beef, which, 
as you know, is well below price ceilings, is not a result of anything 
that the OPS has been able to do. People are willing to spend so 
much of their purchasing power for meat, and they will do that 
regardless of what controls are in effect. 

There is a certain patriotic feeling among the majority of the 
American people. They will go along with a price-control program 
if they feel it is necessary and is helpful to our American way of life. 

Senator Bricxer. The reason I asked you that, you were talking 
about the amount of supply and increasing the production. 

Do you think there is anything in the offing now that would do that 
to production in the next 6 months or a year which might have an 
adverse effect upon the prices ¢ 

Mr. Linsenguisr. I think with the build-up of livestock numbers 
that we now have it will cause a rather steady price on most meats 
during the remainder of the yea 

Senator Bricker. There will ie of course, if you have a steady flow 
of beef products, unless you have inflation by reason of credit, and so 
forth. You see nothing that would change the steady flow in the pro- 
duction situation this year / 

Mr. Linsenqutst. I think we are ina safe position this year, barring 
unseen effects of controls. 

Senator Bricker. We had testimony here within the last 2 weeks to 
the effect that the herds were beginning to dwindle and people were 
selling off their breeding stock. 

Mr. Linsenauist. The effect of that, Senator, would be that we 
would have an increased supply of meat this year, but it would be at 
the expense of the future. 

Senator Bricker. I am looking at the long pull. That is what I 
am looking at. 

Mr. Linsenguist. That is right. 

Senator Bricker. Do you think the price regulations have anything 
to do with the selling of the basic herds? 

Mr. Lisenquisr. Yes, sir, Senator, I think that the very fact that 
you have price controls in operation is a serious deterrent to the pro- 
duction of livestock and particularly the feeding of livestock because 
so long as price ceilings are in effect the producer or feeder realizes 
that if his own costs rise that he will find himself in a price squeeze 
which will prevent him from coming out on his investment. 

As long as we have free enterprise, he will take his chance, but under 
price control he just cannot go ahead as he otherwise could. 

Senator Bricker. That is all, Mr. Chairman. 

Senator Frear (presiding). Senator Schoeppel ? 

Senator Scnorrre.. No questions. 

Senator Frear. Senator Moody ¢ 

Senator Moopy. No questions. 

Senator FRrear. It was indicated by the chairman that we would 
recess after this witness. 
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Is 2: 30 satisfactory? If so, the committee will stand in recess until 
2:30 in this room. 

(Whereupon, at 12: 15 p. m., the committee recessed, to reconvene at 
2:30 p. m., the same day.) 

Senator Frear (presiding). The committee will come to order. 

The first witness this afternoon will be Mr. Arthur L. Owen, of the 
National Livestock Producers. 


STATEMENT OF ARTHUR L. OWEN, NATIONAL LIVESTOCK 
PRODUCERS ASSOCIATION 


Senator Frear. Mr. Owen, you are familiar with the testimony that 
has been given before. Your statement will be entered as part of the 
record. You may read it, or high light it. 

Mr. Owen. Thank you. We have a rather lengthy statement, and 
if it is all right with the committee, I will skip a good many parts of 
it and condense it as much as I possibly can. 

Senator Frear. Many of us have read those that have been in previ- 
ously and have some idea as to what is in them. 

You may proceed. 

Mr. Owen. My name is Arthur L. Owen. I am representing the 
National Livestock Producers Association, an organization com- 
posed of 21 cooperative livestock marketing agencies, all of which 
are owned and controlled by farmers and ranchers. 

Our 21 member agencies each year market livestock for over 500,- 

000 farmers and ranchers, on 69 markets located in the principal live- 
stock producing and feeding areas of the United States. 

Members of our board of directors, each reflecting the opinions of 
livestock producers in his own territory, unanimously have directed 
the National Livestock Producers Association to oppose on all possi- 
ble occasions the extension of title [V of the Defense Production Act of 
1950. Our association opposes price and wage controls for the follow- 
ing reasons : 

(1) Price controls, at least as applied to livestock and meat, are 
unworkable ; 

(2) Price controls disrupt the production and distribution of live- 
stock and meat; and 

(3) Price controls lead to black markets, waste, and inefficiency in 
production and distribution of livestock and meat. 

The members of our association realize the necessity for building 
strong national defenses. They have demonstrated their willingness 
to contribute their share to the building of these defenses. 

However, they know that increased production not only is the 
right way, but the only way, to build those defenses. A program of 
restrictions which hamper production and disrupt distribution retards 
our whole national defense program. Our civilians and our Armed 
Forces need more, not less, meat. National defense, to a large extent, 
depends upon a well-fed people. 

In October 1950, the Bureau of Agricultural Economics, United 
States Department of Agriculture, estimated that there would be 148 
pounds of meat per person available for civilian consumption in 1951, 
4 pounds more than the 144 pounds per person consumed in 1950. 

While the Defense Production Act of 1950 had been passed, we were 
still operating ina free economy at that time. This estimate was based 
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on the amount of meat which should be produced, considering the 
numbers of livestock on hand and the amount of feed available. This 
estimate, of course, was based on the assumption that farmers and 
ranchers would be able to continue their normal livestock production 
programs in 1951, 

By August 1951 this estimate had been revised downward to only 144 
pons per person. By October 1951 the estimate of meat consump- 

tion had been further reduced to 141 pounds per person. 

In the National Food Situation released by the Department of Agri- 
ar on February 11, 1952, meat consumption in 1951 was placed 
at 138 pounds per person, a reduction of 10 pounds per person from 
the original estimate. And in order for us to reach the level of even 

3s pounds, it was necessary for us to import a quantity of meat, 
acer to over 3 pounds per person, the largest meat imports in 
our history. 

The Bureau of Agricultural Economics ordinarily does not make 
this large an error in their forecasts of meat consumption, but, of 
course, these people have not had much experience in making such 
forecasts in a controlled economy. 

We submit that price controls and slaughter quotas cost the average 
American consumer approximately 10 pounds of meat in 1951. 

The imposition of price controls was one of the chief factors causing 
meat production in 1951 to fall so far below previous expectations. 
Despite a near record number of cattle on farms and ranches at the 
beginning of the year, cattle slaughter was above that of a vear earlier 
in only 2 months—in January before the price “freeze” and in October. 

Price controls, slaughter quotas, rollbacks and threatened further 
rollbacks could not have had any other effect than to slow down beef 
yroduction. 

All of these actions by OPS have disrupted normal cattle feeding 
and marketing plans. In view of the uncertainty introduced by these 
actions of OPS, the cattle feeder was compelled to cut his feed costs 
by the use of more pasture, hay, and other rough feeds. This type of 
feeding program slows down beef production. 

Asa result, cattle numbers on farms and ranches currently are at an 
all time peak. If OPS controls do not continue to disrupt feeding 
and marketing programs, beef production in 1952 may show a sub- 
stantial increase over 1951. If controls are continued, beef available 
to consumers may be little, if any, more plentiful in 1952 than in 1951. 

During this period when consumers have been wanting more and 
more meat, OPS appears to have adopted the philosophy that they can 
increase meat production by lowering prices of meat animals. In a 
release from OPS dated June 8, 1951, in connec tion with the cattle and 
beef ceiling price regulations, when live cattle prices were rolled back 
approximately 10 percent, there are numerous statements that this 
program actually would increase beef production. 

On page 3 of this release, for example, the No. 1 point which OPS 
said this program would accomplish was that it “will encourage the 
production of cattle.” These regulations have resulted on backing 
cattle up - farms until today we are at an all-time peak in cattle 
numbers, but beef available for consumers has been decreased very 
substantially. 

We recognize, and the record shows, that there has been a very 
rapid increase in the number of cattle on farms and ranches during 
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the past year. But there is a big difference between accumulating 
these cattle on the farms and ranges and the actual production of 
beef for consumers. 

The reason why cattle numbers have been incre: ising at such a rapid 
rate, while beef production has been decreasing, is that the OPS price- 
control program has slowed down the beef- produc tion process. Be- 
fore these regulations were issued, cattle feeders could buy cattle, feed 
them liberally on grain and other concentrated feeds, and hope to 
make a profit on their operations. By this system of cattle feeding, 
these operators were producing a large volume of high-qu: lity beef 
in a short period of time. 

Now, they know that the opportunities for profit on this type of 
operation are extremely limited. There is only one alternative 1f they 
are going to be able to hold their money together, and that is to follow 
a system of feeding which will enable them to get cheap weight gains. 

This means more roughage over a much longe r feeding per iod. Un- 
der this type of feeding it takes a much larger number of cattle to 
produce the same amount of beef per year. OPS controls are respon- 
sible for this slowing down in our beef production. Thousands of 
cattle which are coming to market now after being fed on concen- 
trated feeds this winter are losing money for their owners. These 
men are going to be even more cautious before they fill their feedlots 
again. 

Price ceiling are reducing pork production. Section 402 (d) (3) 
of the Defense Production Act of 1950 provides that no ceiling shall 
be established or maintained for any agricultural commodity below 
a price which will reflect parity to producers. Pork prices were frozen 
by OPS on January 26, 1951, at the level of prices during the period 
from December 19, 1950, to January 25, 1951, inclusive. 

This freeze continued until Ceiling Price Regulation No. 74 be- 
came effective on October 1, 1951. This regulation established dollar- 
and-cent ceiling prices for pork products at wholesale. During the 
entire period from January 1951 to the present date the average 
price received by farmers for hogs equaled or exceeded parity, the 
legal minimum price, in only 2 months, February and March 1951. 
During all of the other months of this period, hog prices have been 
below the legal minimum. During a large part of this period, prices 
of most pork produc ts at wholesale were at ceiling levels and vet hog 
producers were not receiving parity prices for their hogs. For ex- 
ample, the Chicago Weekly Wholesale Meat Trade Review for Octo- 
ber 18, 1951, released by the United States Department of Agricul- 
ture contains the following statement : 

Supply and demand for most pork cuts were fairly well balanced and resulted 
in full ceiling prices throughout. 

Although pork products were selling at OPS ceilings last October, 
the average price received by farmers for hogs that month was only 
$20.20 per hundredweight, $1.10 belowe parity for that month, which 
was $21.40 per hundredweight. If we consider the seasonally ad- 
justed parity for that month, which was calculated by the United 
States Department of Agriculture at $22.50 per hundredweight, live 
hogs were selling at $2.20 per hundredweight below the legal mini- 
mum, while pork was selling at ceilings. 
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The maintenance of ceiling prices on pork products at a time when 
farmers are receiving less than parity prices for hogs clearly is con- 
trary to the intent of C ongress on providing this legal minimum at 
which ceiling prices could be set 

Whenever any pork product is selling at OPS ceilings, this tends 
to limit the amount which packers can pay for live hogs and prevents 
hog prices from rising to parity. 

The statement of considerations ac companying CPR No, 74, Ceil- 
ing Prices of Pork Sold at Wholesale, contains the following state- 
ment: 

It is anticipated, in view of the large size of the present hog population that 
in future months hog prices will decline substantially below current price levels. 
Consideration will be given to the question of whether to issue revised whole- 
sale pork ceilings more accurately reflecting the condition in the live hog mar- 
ket if the anticipated decline in live hog prices occurs. These revised prices 
would, of course, be subject to automatic adjustment upward to the parity level to 
permit packers to pay parity prices when the market price of live hogs starts to 
climb, 

In other words, OPS says in this statement that when hog prices 
decline, they will cons sider lowering pork ceilings, and then when hog 
prices go up, they will raise pork price ceilings to allow packers to 
pay parity prices for live hogs. 

To those who know anything at all about livestock and meat, this 
is, of course, pure nonsense. We all know that the price at which 
packers can sell pork products determines what they are able to pay 
for live hogs and still remain in business. When ceiling prices on 
pork products are set at a level too low to permit packers to pay parity 
prices for live hogs, the price of live hogs cannot rise as long as these 
ceiling prices are in effect. 

Then how can OPS possibly raise pork ceilings if they are going 
to wait until the prices of live hogs rises to parity first? OPS policy, 
as contained in this statement, appears to be lower pork ceilings dur- 
ing periods of seasonally large marketings and resulting low pork 
prices, and then prevent hog prices from rising in seasons of short 
supplies. 

Pork ceiling prices already have resulted in hog prices averaging 
substantially Tess than parity for the entire marketing season. We 
do not believe it was the intent of Congress that this provision of the 
act should allow OPS to penalize hog producers in this manner. 

The results of this policy already are evident. Hog production has 
become unattractive to farmers. There is no way of averaging out 
at. a reasonable profit when hog prices are prevented from rising 
during the seasons of short supplies, and when there is no limit as to 
where prices may fall during seasons of large marketings. 

In the Pig Crop Report re leased by the U nited States Department 
of Agric ulture on December 20, 1951, it is estimated that the 1952 pig 
spring crop will be 9 percent smaller than in 1951. This estimate is 
substantiated by numerous hog salesmen on our livestock markets who 
report an abnormal number of bred sows and gilts now being sold 
for slaughter instead of being retained on farms to raise spring pigs. 
Many of these men believe that the decrease may be much greater than 
the 9- percent reduction forecast by the Department of Agriculture. 

This situation is further substantiated by reports from farmers who 
actually are reducing their hog operations this spring. The most 
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common reason these farmers give is that hog production under OPS 
regulations is unprofitable. They can sell their corn and other feed 
to the Government or others and realize a greater net return than they 
can by raising hogs under these conditions. 

OPS officials have recognized that in respect. to some commodities, 
at least, increased prices result in increased production. As an ex- 
ample, an OPS release dated February 4, 1952, contains the following 
statement: 

The Office of Price Stabilization today authorized an increase averaging about 
7 percent in ceilings on surgical catgut sutures (usually termed absorbable 
sutures) by manufacturers and resellers. The new ceilings do not apply to 
these sutures when they are part of a surgical kit. The action was taken in 
Ceiling Price Regulation No. 124, and is effective February 4, 1952. OPS said 
CPR 124 is the third of a series of ceiling price regulations affecting the surgical 
catgut suture industry. The object is to assure an adequate supply of this essen- 
tial medical material. 

OPS has recognized here that increased prices bring increased 
production but at the same time they have maintained that lowering 
prices of livestock and meat will not decrease production. 

On the contrary, they have maintained that lowering prices of live- 
stock and meat actually will increase production. Livestock produc- 
tion can be increased in the same manner as the production of sutures. 
If the opportunities for making a profit are not restricted, the pro- 
duction of meat also can be increased. 

We have shown that OPS regulations have slowed down meat. pro- 
duction and reduced the amount of meat which consumers had every 
right to expect would be available. The second great fallacy of price 
controls on meat is the bait which OPS has held out to consumers— 
that price controls would bring lower retail meat prices. 

Price controls on livestock and meat have not brought lower meat 
prices for consumers. After a full year of this program, retail meat 
prices were higher than they were when prices were frozen in January 
1951. 

Chart No. 1 shows monthly retail beef prices for 1951 as reported 
by the Bureau of Labor Statistics, United States Department of Labor, 
and the average price received by farmers for cattle as reported by 
the Bureau of Agricultural Economics, United States Department of 
Agriculture. 

The average price of round steak in 56 large cities for January 1951 
was $1.06 per pound. In December 1951, after a year of price con- 
trols and a roll-back in live-cattle prices, the average price of round 
steak in these same cities was $1.13 per pound, an increase of 7 cents 
per pound, 

The Bureau of Labor Statistics reported that the pr ice of beef rib 
roast in these same 56 cities was 83 cents per pound in January 1951. 
By December 1951, consumers were paying 89 cents per pound for this 
same cut, an increase of 6 cents per pound. Chuck roast sold for 71 

cents per pound in January 1951, according to the Bureau of Labor 

Statistics. By December 1951, it has increased by 5 cents to 76 cents 
per pound. Even hamburger increased by 2 cents per pound from 
January 1951 to December 1951. 

During this same period, prices received by farmers for cattle in- 
creased by only 50 cents per hundred pounds or one-half of 1 cent per 
pound. Cattle prices have been held down by price controls, while 








1186 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


retail beef prices have been allowed to go up. While this program 
certainly has not reduced beef prices to consumers, it has widened the 
spread between farm prices and retail prices. 

The costs of processing and distributing of meat has been increased, 
and the higher retail prices have not been passed back to the livestoc k 
producer to encourage him to produce larger supplies of beef for the 
market. 

Chart No. 2 shows monthly retail pork prices for 1951, as reported 
by the Bureau of Labor Statistics, and average prices received by 
farmers for hogs as reported by the Bureau of Agr icultural Economics. 
In January 19% 51, before the price freeze, retail pork chop prices in 56 
large cities averaged 75 cents per pound. By October of 1951, the 
retail price of pork chops had reached about 85 cents per pound, au 
increase of 10 cents per pound in retail cost to consumers. This in- 
crease occurred under price controls which OPS said would hold down 
meat pr ices. 

Yet, during this same period from January to October last year, hog 
prices increa sed by only 30 cents per hundred pounds, or three- tenths 
of a cent per pound. From October to December, retail pork chop 
prices declined by 11 cents per pound, and in December were slightly 
lower than when prices were frozen in January 1951. 

Retail prices of sliced bacon declined-by about 5 cents per pound 
from October to December 1951, and retail prices of hams declined 
by about 3 cents per pound. Ceiling prices on pork products have 
not been lowered during this period, and most pork products are sell- 
ing below ceiling levels. The reason for the decrease in pork prices 
was production, not price controls. 

Large hog marketings have resulted in temporarily plentiful sup- 
plies of pork. The index of all pork prices, at retail, as reported by 
the Bureau of Labor Statistics in December 1951, was 3 percent below 
the index for January 1951. Hog prices, on the other hand, declined 
by 12 percent during this period, widening the margin between retail 
pork prices and farm prices for hogs. 


Under the provisions of the Defense Production Act, hog producers 


understood that they would be ab le to get parity prices for hogs. With 
this assurance, they went ahead with their production plans only to 
find that OPS has changed the rules laid down by Congress. OPS 
says hogs can be sold at parity only during the periods of short supply, 
and they did not allow producers to receive parity even during the 
period of small hog marketings in the spring’and summer of 1951. 
This has lowered the average price received for hogs during the past 
year to the point where farmers would have been much better off 
financially to sell their grain and go out of the hog business. 

Now, as a consequence, we are not only getting large runs of 
butcher hogs on the markets, but in addition large numbers of sows 
and gilts which should be retained on farms to raise pigs in 1952. 

There is a great difference between the production of hogs and the 
production of cattle. Hogs mature quickly and they must be sold 
when they reach market weight, which is when they are about 6 months 
old. They must be fed chiefly on grain, with Tittle opportunity to 
cheapen feed costs by the use of roughage. Cattle, on the other hand, 

can be brought to market weight and finish in about a year, or they 
can be used to consume more roughage and not reach market until 
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they are 2, 3 or 4 years old. Therefore, while price controls have 
only slowed up beef production, they have caused farmers to liquidate 
hogs. 

Retail prices of lamb increased by 10 percent under price controls 
from January to December 1951 as shown by the index of retail lamb 
prices prepared by the Bureau of Labor Statistics. Prices of live 
lambs received by producers decreased by 5 percent during the same 
period that retail prices were rising by 10 percent. Again, con- 
sumers were paying more for the same product, while lamb producers 
and feeders were receiving less. 

The OPS promise of cheap meat under their program of price con- 
trols has had an appeal to all customers. But the facts do not sub- 
stantiate the promise. Consumers have paid more for meat under 
price controls, livestock producers have received less for their live 
animals, and the incentive for producing meat animals has been 
reduced, 

Ceiling Price Regulation No. 25, Ceiling Prices of Beef Items Sold 
at Retail, was issued on April 30, 1951, and became effective May 14, 
1951. The statement of considerations accompanying this regulation 
contains the following statement : 

Dollar-and-cent ceiling prices by grade and cut provide simplest and most 
effective type of price control. Since retailers will be required to post the prices 
established by the regulation, the housewife will have a simple and easily recog- 
nizable list of prices available to her in order to determine whether she is being 
properly charged for her purchases. 

Section 7 of this same regulation, CPR No. 25, contains the follow- 
ing statement: 

Not later than 20 days after the effective date of this regulation, you must 
post at your store your “Official OPS List of Retail Beef Prices.’ You may use 
an exact copy of the OPS list if the printing is as legible and at least as large. 
Put it at or near the place where your meat sales are made and where your 
customers can easily see and read it. You must have at least one list posted 
for euch 20 feet of meat counter space. You may get your official copies of the 
price list for posting or copying from your district office. 

These lists of retail beef ceiling prices should have been posted 
every retail meat store by June 4, 1951, but the effective date then was 
changed to June 18. On June 13, OPS issued a press release again 
changing the effective date to June 25. Then on June 21, OPS issued 
a press release postponing the effective date to August 1. A revision 
of CPR No. 25 was issued on September 21, 1951. Section 7 of the 
revised regulation headed “Posting ceiling prices” consists of the 
following: 


This section will be added by amendment. 


The OPS press release issued with this revised regulation contains 
the following statements relating to posting of ceiling prices: 

It is no longer necessary to list the ceiling price on the tray or compartment. 

However, the posting of official OPS ceiling prices in retail markets at places 
where they may be readily seen by consumers will be required. 

OPS is now preparing these price posters and as soon as they are distributed 
among retailers, the regulation will be amended to set a definite date for their 
mandatory posting. This is expected soon. 

This statement was made back in September 1951. Now, almost 
a full year has passed since OPS stressed the importance of posting 
retail ceiling prices for beef so the housewife would know if she was 
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being overcharged. Yet these lists still have not been issued. Is it 
possible that the OPS staff has been working diligently on this project, 
which they once considered so essential, for almost a year and have 
been unable to prepare lists so consumers would know if they are being 
overcharged for beef ¢ 

Or was this delay due first because retail prices were not reduced 
as promised, and now because consumers would find out that supply 
and demand have resulted in prices below OPS ceilings? We are in- 
clined to believe, in view of the tremendous number of regulations, 
speeches and press releases prepared by OPS, that the failure to pro- 
vide these lists of retail beef prices has not been due to inability of 
the OPS staff to find time to prepare this material. 

It has indeed been fortunate for the consumer, as well as for the 
livestock producer, the meat packer, and the meat retailer, that OPS 
has not really tried to reduce retail meat prices except in a few isolated 
cases. Instead they have allowed prices to increase to consumers, for 
the most part, as supply and demand generated upward pressure on 
retail prices. 

As a result, no serious pressures have been exerted against ceilings 
which would necessitate meat rationing and which would have stimu- 
lated even more serious black markets. 

Very serious harm has been done to the entire economy, however, by 
the huge increase in distribution costs as a result of price and other 
controls. Increased distribution costs resulting from interference 
with normal trade practices, as well as the extra expense of supplying 
information to OPS and in attempting to comply with the regulations, 
has caused meat packers to be able to pay less for live animals. ‘This 
entire additional expense has been assessed against the livestock pro- 
ducer, as it is assessed against the raw material producer in any indus- 
try where the consumer sets the price of the product at retail. 

And the consumer does set the price of meat. The amount of money 
consumers are able and willing to pay for the available supply of meat 
sets the retail price of meat. In a free, market, this is the price posted 
at the meat market, and actually paid by consumers. In a controlled 
market, it includes the short weights, the lower grades of product, 
additional fat and bone, and the money under the counter. In a free 
market, this money flows back to the livestock producer and tells him 
what consumers want most and what he should produce. 

Under price controls, increased retail prices for meat go to pay the 
additional distribution costs of the legitimate meat pac -kers and retail- 
ers, and to contribute to the fortunes amassed by the unseruplous 
operators, 

Slaughter quotas, which were in effect for 4 months of 1951, are 
a good example of this interference with normal trade practices which 
have added to distribution costs and have resulted in lower prices to 
livestock producers 

When the Defense Production Act was extended in 1951, the au- 
thority for establishing livestock slaughter quotas was eliminated by 
Congress. OPS and others immediately asked that Congress restore 
this power, arguing that livestock slaughter quotas were necessary 
in order to keep meat moving in normal channels. 

This same argument is being used now to persuade Congress to 
restore this authority to OPS. The theory of slaughter quotas, as 
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stated by OPS, is that each slaughterer will be allowed to slaughter his 
normal percentage of the total livestock marketed, and a prevent 
distortion of the meat distribution pattern. Since the year 1950 was 
taken by OPS as a base for establishing quotas, and if itaer arguments 
used by OPS are true, then in each month when we had quotas, each 
slaughterer would have slaughtered the same proportion of total ani- 
mals marketed as he did in the corresponding month of 1950. 

Chart No. 3 shows total commercial cattle slaughter in the United 
States by months for 1950 and 1951. This includes slaughter in 
federally inspected plants and in all other wholesale and retail estab- 
lishments not operating under Federal inspection. With a near record 
number of cattle on farms and ranc hes, it was natural and reasonable 
to expect that cattle slaughter in 1951 would be larger than in 1950. 
Cattle slaughter was larger in January 1951 than in January 1950. 

Beginning i in F ebruary, however, and continuing through Septem- 
ber, cattle slaughter each month was substanti: ally below that for com- 
parable months a year earlier, despite near record supplies of cattle 
on farms and rane pen: 

This decrease in cattle slaughter was not a coincidence. It was a 
direct result of price controls on cattle and beef. It is exactly what 
leaders in the livestock and meat industry predicted would happen 
under price controls—production would be decreased. 

Not until in October 1951 did cattle slaughter again rise to the 
level of a year earlier, and in November and December it again 
dropped below that for comparable months a year earlier. 

Cattle slaughter quotas were in effect during the period from April 
through July 1951. During these 4 months, cattle slaughter was 
smaller in relation to the previous year than in any other period 
during 1951. 

It is clearly evident from this chart that slaughter quotas did 
nothing to maintain the level of cattle slaughter which had been de- 
creased as a result of price controls. 

While we have accumulated a record number of cattle on farms 
and ranches, the production process has been slowed up, and con- 
sumers have been getting less beef instead of more beef. Cattle feeders 
cannot push cattle for the quick but expensive gains on full grain 
feed. They must hold their feed costs down by using more pasture, 
hay, and other rough feeds to full advantage, and this means more 
time is needed to cet cattle ready for market. While these cattle 
eventually will come to market and be slaughtered for beef, under this 
system of feeding to which cattlemen have been forced by price con- 
trols, less beef is produced per animal on farms and ranches. And it 
also means beef of lower quality than consumers are accustomed to 
buying. 

Chart No. 4 shows monthly for 1951 and 1950 federally inspected 
cattle slaughter at the 32 important market centers as a percentage 
of total commercial cattle slaughter. These are the larger packing 
plants, for the most part, located at the large livestock markets, and 
which ship their products all over the United States. 

During the first 5 months of 1951—January through May—these 
plants maintained their percentage share of the reduced numbers of 
cattle available for slaughter. During the next 5 months, however— 
June through October—cattle slaughter in these plants amounted 
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to only about 51 percent of the total, as compared with about 56 per- 
cent during the same period of 1950. Each 1 percent reduction from 
the same month a year earlier means that from ten to twelve thousand 
‘attle were diverted from these plants to other plants for slaughter. 

Compliance prices for cattle under CPR No. 23 became eilective 
for all accounting periods beginning on or after May 20, 1951. All 
plants were subject to the provisions of this regulation by June 4, 
1951. Again it is not a coincidence that cattle were diverted from 
these plants to other plants at that particular time, and that the diver- 
sion continued for several months. These cattle, fifty to sixty thou- 
sand head per month, were diverted to other plants because they could 
not be slaughtered at these market centers and be in compliance with 
OPS regulations. 

OPS maintains that slaughter quotas keep livestock and meat in 
normal marketing channels. Yet slaughter quotas were in effect dur- 
ing June and July last year when this diversion from normal channels 
began. Quotas were canceled in August 1951 and the diversion con- 
tinued at the same rate as during June and July when quotas were 
in effect. 

By November 1951, demand and supply conditions had caused beef 
to sell below OPS ceiling prices, and cattle slaughter again returned 
to normal channels. It is clearly evident that this diversion of cattle 
slaughter was a direct result of the OPS attempt to regulate cattle 
and beef prices. Quotas did not counteract the effects of these other 
regulations, 

As long as cattle and beef sell at prices below OPS ceilings, slaugh- 
ter will continue in established trade channels. If OPS attempts to 
force cattle and beef prices belaw the levels justified by supply and 
demand, this diversion will occur with or without slaughter quotas. 

Charts Nos. 5, 6, and 7 show how cattle slaughter in three geographi- 
cal areas were distorted in 1951. In each chart cattle slaughter at 
federally inspected plants at the principal market centers in each 
area is shown as a percentage of total commercial cattle slaughter. 

Chart No. 5 shows that the percentage of cattle slaughtered in the 
North Atlantic area increased when the cattle and beef control pro- 
gram went into effect in June 1951. Not until cattle and beef were 
selling below OPS ceilings in November and December did cattle 
slaughter in this area assume its normal proportion to the total. The 
greatest increase in relation to total cattle slaughter occurred in July 
when slaughter quotas still were in effect. 

Chart No. 6 shows the same information for the North Central 
area, including the largest meat packing centers of the country. This 
area maintained nearly its normal proportion of cattle slaughter 
through May 1951. 

Then in June the percentage dropped drastically and by the end of 
the year still had not entirely recovered its previous position. The 
greatest diversion was in July when quotas still were in effect. If, as 
it is claimed by OPS, quotas had kept slaughter in normal channels, 
these plants would have slaughtered 120,000 more cattle last July 
than actually were slaughtered during that month. These 120,000 
cattle were diverted from this area to other areas, and to plants not 
under Federal inspection. 

Chart No. 7 shows the same information for the Pacific coast area. 
Again the greatest change in proportion of total cattle slaughtered, 
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as compared with a year earlier, was in July when quotas still were 
in effect. It is again evident from this chart that slaughter quotas 
did not keep cattle slaughter in normal channels. 

All data used in these charts are published monthly by the United 
States Department of Agriculture. They certainly should be avail- 
able to OPS for determining just how successful they were in main- 
taining slaughter in normal channels. 

Quotas definitely do not accomplish the results claimed by OPS 
Therefore, there must be some other reason why OPS is so insistent 
that the authority to set quotas be returned to that agency. 

In a statement before this committee last September, I pointed out 
that it was a policy of OPS to set quotas lower than the number of 
animals which it was estimated would be marketed during each period. 
This statement was verified by Senator Schoeppel. By setting low 
quotas for each period, the demand for live animals was reduced and 
the price to the producer of these animals was forced down. We are 
firmly convinced that this is the real reason OPS is insisting that 
this authority to set slaughter quotas be returned to that agency. 

The advocates of price controls continuously are seeking ways to 
decrease the prices which producers receive for livestock. They seem 
to be ignoring increased prices which consumers have had to pay for 
meat at retail, and increased distribution and processing costs brought 
about as a result of price controls. 

Mr. Roger L. Putnam, Administrator of the Economie Stabiliza- 
tion Agency made the following statement in a speech to members 
of the Western States Meat Packers Association in Los Angeles on 
February 15, 1952: 


In the case of meat controls, however, many groups in the industry have taken 
a defeatist attitude that controls are unworkable. And in an attempt to make 
sure that the controls would be unworkable, they persuaded the Congress to 
remove slaughter quotas—a device calculated to prevent a panic of price com- 
petition in the packing industry for limited supplies of cattle. 

It is gratifying that one Government oflicial connected with price 
controls has at last been w illing to state the real reason for slaughter 
quotas—a device to prevent price competition for cattle. We have 
devoted a substantial part of our statement to the oles of slaughter 
quotas because we want to make sure that the members of this com- 
mittee realize that a vote for slaughter quotas is not a vote for equita- 
ble distribution of meat. A vote for slaughter quotas actually is a 
vote for restraint of competition in the packing industry and lower 
prices for livestock producers. 

As a result of price controls during 1951, livestock slaughter and 

at production were curtailed, livestock slaughter and meat dis- 
aden were disrupted, retail meat prices were higher than before 
controls became effective, and the spread between retail meat prices 
and the price received by farmers for live animals was increased. 

Price controls on meat have not benefited the consumer, the retailer, 
or the meat packer. They have seriously curtailed profits in livestock 
production, which is decreasing our potential livestock and meat 
production. 

Cattle feeders have had to slow up their feeding operations and 
many feed-lot operators are showing losses even under a system of 
utilizing a maximum amount of roughage. A substantial part of our 
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hog producers would have been better off financially if they had sold 
their feed instead of raising hogs this year. 

This can mean only one thing—decreased pork production in 1952 
and perhaps in 1953. With increased demand for meat by our Armed 
Forces, and about. 214 million more civilians to feed each year, a con- 
tinuation of the present price-control program means that meat con- 
sumption per person will be decreased. 

Our association is opposed to price controls, slanghter quotas, and 
all other regulations which interfere with the free operation of supply 
and demand forces in a free market. We advocate strengthening of 
our defenses and stabilization of the purchasing power of the dollar. 
We urge that Congress tackle the inflation problem at its source, 
which means bringing the money supply, including credit, into bal- 
ance with the supply of goods and services. The program which we 
advocate means further a program of strict economy in Government 
expenditures, both domestic and foreign, and both civilian and 
military. 

Failure by Congress to put an end to price controls will result in a 
continuation of the handicaps and confusion in the livestock and 
meat industry which means less meat, higher production and distribu- 
tion costs, and higher cost of meat to consumers. We urge Congress 
to eliminate title IV of the Defense Production Act now. 

Senator Frear. Any questions, Senator Capehart ? 

Senator Carpnarr. I do not think so. I so fully agree with every- 
thing that is said that I need ask no questions. 

Senator Frear. Senator Schoeppel, you have been quoted, I believe. 

Senator Scuorrre.. I was quoted correctly and not only do I agree 
with you, Mr. Owen, but I think this is an enlightening statement 
from an analysis point of view. This isan excellent statement of what 
actually happened in the industry. 

Mr. Owen. Thank you very much, sir. 

Senator Frear. Senator Dirksen ? 

Senator Dirksen. Beef and mutton are either at or below ceiling, 
are they not? 

Mr. Owen. That is right. 

Senator Dirksen. I am wondering whether in the event of a decon- 
trol proposal, whether it would develop some of those old operations 
that we have known before, where you tie in sales and if you want 
a couple pounds of beef, you will have to take twice as much pork in 
order to do it? 

Mr. Owen. Do you mean if prices were decontrolled ¢ 

Senator Dirksen. Yes, if we decontrolled, the relation of pork 
being what it is to beef at the present time. Do you think we could 
safely do it? 

Mr. Owen. As long as prices are below ceiling prices, that has 
nothing to do with it, as I see it. It is a supply and demand market 
now. They are below ceilings, so a retailer could not force a con- 
sumer to take something that he did not want. 

Senator Dirksen. I am thinking of consumers’ products, the cheap 
price of pork and the reasonably firm price for beef, whether under 
those circumstances, if we decontrolled all along the line on meat, 
whether finally in the meat markets and in the shops around the 
country they would say, “Now we have an abundance of Jive pork and 
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it ischeap. I suppose you want a little beef and I can get you a little 
beef if you take an extra supply of pork.” Is there a sufficient sup- 
ply to get around that ¢ 

Mr. Owen. If price controls are removed, we will see an increase in 
the beef supply. Of course, we are going to have a decrease in the 
pork supply immediately with a cut in the pig crop due to the rather 
poor experience that hog producers have had during the past several 
months selling hogs at 17 cents. 

Senator Dirksen. When will they show up and what will be the 
impact upon pork ceilings / 

Mr. Owen. The decrease in the spring pig crop will begin to show 
up next September or October. 

Senator Dirksen. It will be that long? 

Mr. Owen. Yes. 

Senator Frear. Thank you very much, Mr. Owen. 

Mr. Owen. Thank you. 

(The charts referred to in the statement of Mr. Owen follow :) 


CHART No.1 
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CHART No. 2 


Retail pork prices compared with farm prices of hogs 
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CHART No, 4 


Federally nspected cattle slaughter at market centers as a percentage of 
total commercial cattle slaughter 
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CHART No. 5 


Federally inspected cattle slaughter in the North Atlantic area as a percentage 
of total commercial cattle slaughter 
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CHART NO. 6 : 
Federally inspected cattle slaughter in the north central area as a percentage 4 
of total commercial cattle slaughter 
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CHART NO. 7 


Federally inspected cattle slaughter in the Pacific Coast area as a percentage 
of total commercial cattle slaughter 
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STATEMENT OF RADFORD S. HALL, REPRESENTING AMERICAN 
NATIONAL CATTLEMEN’S ASSOCIATION 


Mr. Haun. Mr. Chairman and gentlemen of the committee, I have 
here my prepared statement which I would like to insert in the ree- 
ord. Then I would like to just give the high points of that state- 
ment verbally to you in order to conserve the time of the committee. 

Senator Frear. Without objection, the entire statement will be in 
serted as a part of the record. 

Mr. Haut. My name is Radford Hall. I am assistant executive 
Secretary of the American National Cattlemen’s Association, an or- 
ganization of range and pasture cattle producers comprised of 22 
State cattlemen’s organizations, more than 100 local, county, and 
regional organizations and several thousand individual members. Our 
offices are in Denver, Colo. 

Before 1 start I would like to make two changes in the prepared 
statement. There were two minor errors made in it. 

One of the changes is to correct a typographical error appearing 
on page 4 in the fourth line from the bottom : “January 1, 1942” should 
be “January 1, 1945.” 

The second change is to strike out the words “OPS by manipula- 
tion of” appearing on line 15, page 6. 

Our association held its fifty-fifth annual convention at Fort Worth, 
Tex., on January 7, 8, and 9, 1952. The following resolution was 
adopted relative to price control : 


Whereas consumers have spent over the years approximately 6 percent of their 
income for meat and today are using no more than that much of their earnings 
for the purchase of meat; and 

Whereas the OPS has attempted to upset this historical relationship by im 
posing controls on marketing and selling of meat and livestock products, particu 
larly singling out the cattle industry for price roll-backs 
similar attempt to control wages; and 

Whereas such controls on beef have not benefited the consumer but have 
instead only interfered with the orderly production and marketing of the product, 
as controls did under OPS, when lowered production, black marketing, and wide- 
spread disrespect for an unworkable law forced abandonment of controls; and 

Whereas, nevertheless, the cattle. industry is in prime condition to furnish, 
if not hampered by controls, more meat to the consumer than ever before in its 
history and today carries record inventories of beef animals: Therefore be it 

Resolved, That, in the interest of the consuming public and the livestock and 
meat industry, the American National Cattlemen’s Association expresses unal 


terable opposition to the continuation of the unworkable price controls on 
meat. 


and making little 


In support. of this resolution we call your attention to the fact that 
with both industry and agriculture geared to a high level and the 
cost index dropping there seems to be little justification for contin- 
uation of price controls, 

As a result, we oppose the price and wage stabilization title IV 
of the Defense Production Act. 

We have contended since the Defense Production Act was first 
under consideration in 1950 that price controls would work against 
increasing production. Events of the last year have proved that con- 
tention correct. 

Early last year, when controls were being discussed, the Depart- 
ment of Agriculture estimated meat consumption for 1951 at 146 
pounds per capita. Asa result of the adverse effect of quotas, roll- 
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backs, threats of roll-backs, confusion, uncertainty, threats and propa- 
ganda, the meat supply shrank to an estimated 138 pounds per capita. 

When the act was extended late in July 1951, OPS authorities 
made dire predictions as to the effect of the Butler-Hope amend- 
ment prohibiting livestock slaughter quotas. OPS said it would be 
impossible to secure equitable distribution without them. 

Time has proven them to be 100 percent wrong. Supply and dis- 
tribution have steadily improved without the market-disrupting 
quotas. Maldistribution appeared early in 1951 during the period of 
uncertainty as to what OPS planned and grew steadily worse during 
the months when quotas were in effect. 

The distribution improved when quotas were forbidden and not 
until then. Distribution is good today and OPS should not be al- 
lowed to tamper with it. 

While the purpose of controls insofar as beef prices.are concerned, 
is supposedly to protect the consumer from runaway prices, actually 
the maldistribution and. black marketing brought on by OPS last 
year resulted in increased prices for consumers. Even the roll-back 
on cattle prices did not result in savings for the consumer. 

Not until OPS itself was brought under control by Congress did 
the consumer get some relief from the ill-advised acts of the con- 
trolling agency. 

Controls were at least partially responsible for the sharp decline 
in hide prices which necessitated a compensating increase in meat 
prices under the control system. 

We feel certain consumers would rather have a saving on meat 
which they buy almost daily than on other items such as shoes, which 
they buy a couple of times a year. 

At the annual convention the association approved the following 
resolution : 

Whereas section 104 of the Defense Production Act of 1951 is designed to 
protect the domestic production of dairy products and fats and oils against 
damaging imports: Therefore be it 

Resolved, That we urge retention of this provision if the control legislation 
is extended. 

The need for this protection afforded by section 104 is quite obvious 
when it is considered that tallow prices fae declined from 17 cents 
a year ago to less than 6 cents now. 

We do not believe the interests of the producers of one commodity 
should be sacrificed to stimulate foreign trade for the producers of 
some other commodity. 

We believe American industry should be protected from foreign 
damage. 

Before concluding I would like to call the attention of the com- 
mittee to the fact that the beef-cattle industry has never asked for, 
and is not now asking for, higher prices for beef, support prices for 
beef, nor subsidies. All we have ever asked for is an opportunity 
to produce without undue interference an ample supply of beef for 
the consumers of the Nation, and to furnish it to them at a price they 
are willing to pay. We do not and cannot set the price for our prod- 
ucts. That is done in the market place far removed from our ranches 
except when OPS interferes. 

The fact that the housewife has for the past 35 years obtained her 
meat supply for very close to 6 percent of the consumer disposable 
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income proves she is a pretty good price controller in her own right. 

Insummary, we believe that with meat prices generally well below 
ceilings, with adequate and increasing supplies, unless OPS again 
frightens the feeder into unloading partially finished cattle, there is 
no reason to continue price controls on beef and the interests of con- 
sumers, retailers, packers, feeders, and producers will be best served 
by the elimination of title IV, thus allowing full production to play 
its normal part in the economy of our Nation. 

Senator Frear. Any questions? Thank you very much, Mr. Hall. 

(The prepared statement of Mr. Hall follows:) 


STATEMENT OF AMERICAN NATIONAL CATTLEMEN’S ASSOCIATION 


The American National Cattlemen’s Association has its headquarters at Den- 
ver, Colo. Its membership is composed largely of range-cattle growers in the 
States west of the Missouri River and of pasture-cattle operators in the Southern 
States of Georgia, Florida, Alabama, Louisiana, and Mississippi. We have also 
quite a number of members who are cattle feeders in the irrigated valleys of 
the West and a scattered membership throughout the Corn Belt and the Eastern 
States. 


OFFICIAL RESOLUTION 


Our association held its fifty-fifth annual convention at Fort Worth, Tex., on 
January 7, 8, and 9, 1952. The following resolution was adopted relative to 
price controls: 


“Price controls 


“Whereas consumers have spent over the years approximately 6 percent of 
their income for meat and today are using no more than that much of their 
earnings for the purchase of meat; and 

“Whereas the OPS has attempted to upset this historical relationship by im- 
posing controls on marketing and selling of meat and livestock products, particu- 
larly singling out the cattle industry for price roll-backs and making little 
similar attempt to control wages; and 

“Whereas such controls on beef have not benefited the consumer but have in- 
stead only interfered with the orderly production and marketing of the product, 
as controls did under OPA, when lowered production, black marketing, and wide- 
spread disrespect for an unworkable law forced abandonment of controls; and 

“Whereas nevertheless the cattle industry is in prime condition to furnish, if 
not hampered by controls, more meat to the consumer than ever before in its 
history and today carries record inventories of beef animals: Therefore be it 

“Resolved, That, in the interest of the consuming public and the livestock and 
meat industry, the American National Cattlemen’s Association expresses unalter- 
able opposition to the continuation of the unworkable price controls on meat.” 


HUGE PRODUCTION SOLVING THE PROBLEM 


In support of this resolution, we call attention to the fact that there are 
many landmarks that point to the fact that with both industrial and agricul- 
tural production geared at a very high level, there seems little further jfustifica- 
tion for continuation of price controls. Among these landmarks is the fact that 
the index figure on wholesale prices has been gradually working lower for 
practically the last year, after having reached a peak early last year; that the 
advance in the cost of living has been stopped as of January 15, 1952, and it is 
expected that the index figure will drop slightly during the next few months; 
that the mobilization administrators have recently released hundreds of non- 
defense building projects that had been held up for lack of materials; that it 
has been suggested that there would soon be an increase in the quota for the 
manufacture of automobiles; that it is common knowledge throughout the 
country that many types of steel are available and that many steel users are 
turning down offers of supply because they cannot use it; that food production 
of practically all kinds is at a very high level and that many of the major food 
products are today selling below ceiling prices and also below parity prices. 

With special regard to our own commodity—beef cattle—the number of cattle 
on feed January 1, 1952, was an all-time record high. about 500,000 head (approxi- 
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mately 11 percent) more than on January 1, 1951. This is the result of the 
action of cattle feeders in buying large numbers of cattle last fall after the major 
issues relative to the continuation of price control had been settled and the 
Extension Act passed, barring the further roll-backs and preventing continued 
imposition of packer-slaughter quotas. 





ELIMINATION OF TITLE IV 





As a result of these facts we oppose the extension of the price and wage 
stabilization section—title IV—-of the Defense Production Act of 1951. It 
has been our position since the time the Defense Production Act of 1950 was 
first under consideration that so far as beef was concerned, price controls would 
operate against increasing production and that the various other methods of 
controlling inflation which were advanced by our association and by many other 
groups would be far more effective. Events that have transpired in the last 
year, since controls were established on carcass beef and through them on the 
various grades of cattle, have fully borne out our contention. 

Your attention is called to the fact that early last year when price controls 
were first being openly discussed, the Department of Agriculture announced 
that the per capita consumption of meat for the calendar year 1951 was esti 
mated at 146 pounds. As the year wore along, as the Office of Price Admin- 
istration kept up a constant propaganda against the beef-cattle producers and 
feeders, making all sorts of charges against them not justified by the facts, as 
roli-backs in beef prices were advocated—one of which went into effect and the 
other two after much ballyhooing were knocked out by action of Congress in 
extending the Defense Production Act last summer, the Department was forced 
seyeral times to readjust its sights as to what the per capita consumption of meat 
would be. Gradually it dropped from the estimate of 146 pounds to 140 pounds, 
and recently the final estimate for the actual consumption was put out showing 
138 pounds per capita. 

Actually consumption and production of meat in this country are normally 
very near the same. The net effect of imports and exports is not great. Gen- 
erally speaking, we consume what we produce. It is rather significant there- 
fore that this reduction in production, as reflected in the consumption figures, J 
came about despite a sharp increase in our military forces and the per capita 
consumption of meat by men in the armed services is much greater than that 
of the civilian population. 

it is our belief that the major part of the reduction from the estimate of 146 
pounds to the final statement that the actual consumption was only 138 pounds 
was due to the constant agitation against the beef-cattle industry, the threats of 
roll-backs, the agitation over packer-slaughter quotas, and the constant uncer- 
tainty under which the industry was thereby forced to operate. As a result 
of this uncertainty beef-cattle slanghter in 1951 was sharply reduced (about 
3,000,000 less than in 1950) and the inventory of January 1, 1952, shows 88,- 
062,000 cattle, an increase of approximately 214 million over the previous all- 
time high reached on January 1, 1945, and an increase of practically 6 million 
during the year 1951. 







































PACKER-SLAUGHTER QUOTAS 






In a statement issued by President Truman on August 23, 1951, addressed 
to the Congress of the United States, the following appears relative to the 
slaughter quotas: 

“Regardless of the reasons which prompted its enactment, this amendment does 
what Congress certainly had no intention of doing—it puts the black marketeer 
back in the meat business. And it makes him harder to catch.” 

Another favorite charge made by administrative officials at the same time 
was that it would be impossible to secure equitable distribution of beef supples 
and properly to control prices of beef cattle and dressed beef without the 
authority to impose slaughter quotas. Despite these alarming predictions and 
others just like them, time has proved théy were 100 percent wrong. The power 
to impose slaughter quotas expired July 31, 1951. The supply condition in the 
beef market has steadily improved since that time to such an extent that cattle 
are today selling at some little discount from ceiling prices. So far as the dis- 
tribution of beef is concerned, in the testimony presented before your committee 
by Loren C. Bamert, who was president of the American National Cattlemen’s j 
Association last year, a table was appended showing the cattle slaughter by 
market centers and areas in 1951 as percentages of 1950 and it showed very bad ; 
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distribution of the product during the period of uncertainty, before the slaughter 
quotas were actually imposed in the spring and while they continued in effect up 
to and including July 31, 1951. During that period of several months when 
the quotas were in effect there was absolutely no improvement in the distribu- 
tion of the product. Today there is no difficulty as to the distribution of beef and 
absolutely no possible excuse for the reimposition of slaughter quotas. 


EFFECT ON CONSUMERS 


Of course the purpose of price control so far as beef prices are concerned, was 
to protect the consumers from run-away prices. Actually, the record shows that 
the consumers received no benefit whatsoever from price control on beef. Dur- 
ing the period of relatively short supply last*summer and early fall the black 
market flourished and the consumers were sold short just as they were in OPA 
days. The first act of OPS with regard to beef prices was to make a substantial 
increase in the price on May 14, 1951 That was followed within a few days 
(May 20) by the first roll-back on cattle prices but it was stated at many points 
throughout the country that the advances in price made on May 14 would more 
than offset all three of the projected roll-backs, the last two of which never went 
into effect. There have been various adjustments in the beef price ceilings since 
that time, practically all of them upward. OPS export controls and domestic 
allotments, forced the domestic price of hides down to levels far below the ceil- 
ing prices previously established. As a result of this and the low price level 
on tallow, an increase had to be granted in the price of beef to compensate. 
Surely, any consumer would be more interested in avoiding price increase in beef 
than in having a roll-back in hide prices, which may or may not be refleeted in 
retail shoe prices. Consumers buy meat of some kind almost daily. They buy 
shoes perhaps once or twice a year and the amount of hides that go into the 
making of a pair of shoes is so small that it is not a major factor in determining 
the price of shoes, 

CONCLUSION 

Present indications are for a considerable increase in cattle slaughter this 
year. It is expected that if will exceed 1951 supply by approximately 3,000,000 
head, which would put it back about on a par with the slaughter in 1950. Only 
adverse action by OPS which would again alarm cattle feeders and cause a rush 
to market at lighter than normal weights can prevent a substantial increase in 
beef production this year. For the reasons given above, we believe that the 
best interests of consumers, retailers, packers, feeders, and producers will be 
served by the elimination of title TV. thus allowing full-scale production to play 
its normal part in the price economy of our country. 

Senator Frear. Mr. Joseph P. Danzansky of the National Associa- 
tion of Meat Processors and Wholesalers. 

IT assume you are familiar with the procedure that we have been 
following here. You have a prepared statement which will be put in 
the record as a whole. You may highlight it or read it as you see fit. 

Mr. Danzansky. Thank you, sir. 


STATEMENT OF JOSEPH 8B. DANZANSKY, GENERAL COUNSEL, 
NATIONAL ASSOCIATION OF MEAT PROCESSORS AND WHOLE- 
SALERS, INC. 


Mr. Danzansky. Gentlemen, my name is Joseph P. Danzansky and 
I am a member of the law firm of Danzansky & Dickey. We serve as 
general counsel of the National Association of Meat Processors and 
Wholesalers, Inc. 

Senator Brioker. Where are you located ? 
; Mr. Danzansky. The national office is located in Washington, 

.C. 


Senator Bricker. Is your office here / 











1202 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


Mr. Danzansky. Yes, sir. It is an organization comprised of a 
proximately 500 independent meat processors and wholesalers throug 
out the country. These men are small business in every sense of the 
meaning of that phrase. Despite their independence in size, however, 
they collectively account for a substantial portion of the meat dis- 
tribution of our Nation. For example, in New York City alone, the 
meat wholesalers who are constituent members of our association ac- 
count in norma] times for the distribution of approximately 70 percent 
of the meat consumed by that enormous city. 

Senator ScnorpreL. Mr. Danzansky, for the purpose of the record, 
your association membership is strictly limiting itself to the processing 
and the wholesaling of taoms processed products throughout the 
industry. 

Mr. Danzansky. Process products and fresh meats. 

Senator ScHorrret. You do not have connections with individual 
slaughtering houses? 

Mr. Danzansky. No, sir. 

Senator ScHorrrer. You do not therefore engage in any of the 
slaughtering ? 

Mr. Danzansky. That is true. We essentially represent the non- 
slaughtering phase of the meat industry. Those who depend upon the 
slaughterers or their stores of supply, that is. 

Senator Scnorrren. I wanted to get that into the record. 

Mr. Danzansky. Thank you. 

In the event the Congress of the United States should see fit to 
reenact title IV of the Defense Production Act in its present or a 
modified form, we think special attention should be given by this 
committee to the following: 

1. We favor the inclusion of the right in the President to invoke 
slaughtering quotas and for the allocation of meats to processors and 
wholesalers when such powers are invoked. 

2. We favor an amendment to section 409 (c) of the act which will 
give to the courts the discretionary power to grant a judgment in less 
than the amount of the overcharge; and which will give to the Presi- 
dent the right to compromise an action for less than the amount of 
the actual overcharge where the defendant proves that he did not 
increase his legitimate margin of profit but merely passed on addi- 
tional cost of material or services. 

Senator Scnorprrit. Mr. Danzansky, would you mind elaborating 
on that as to exactly how that would work ? 

Mr. Danzansky. That is covered later on, Senator. 

Senator Scnorpret. I see. 

Mr. Danzansky. Section 701 (b) (4) of the Defense Production 
Act of 1951 should be implemented by forcing the President to set up 
a division within the framework of the Office of Price Stabilization to 
expedite requests, applications, or appeals from small-business enter- 
prises and thus assure these enterprises that the clear intent of Con- 
gress will be carried out. 

4. There are a few miscellaneous changes which should also be 
made in the act. 

At the outset of this discussion I think it should be clearly under- 
stood that the suggestions for amendment which we are herewith pre- 
senting are not to be considered as an expresion. implied or otherwise, 
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by our association in, favor of continued controls on meat and meat 
products. We abhor controls and the factors which make them nec- 
essary. We are frankly not qualified to express ourselves in the 
broad sphere of economics surrounding a controlled economy. We 
sincerely hope that this country is or will shortly be in a position 
where supply and demand and resultant competition can once again 
govern a real free-enterprise system. Our remarks rather are directed 
toward a more equitable law, assuming Congress finds that a con- 
trolled economy is still a necessary evil. 

On slaughtering quotas, on September 17, 1951, a subcommittee of 
your committee gave us a courteous hearing in connection with Senate 
bill 1928. At that time we argued in favor of the Maybank-Capehart 
amendment reinstating the right of the President to establish slaugh- 
tering quotas among processors of livestock. We analyzed the argu- 
ments in favor of and against the quotas and concluded that they 
should be reinstated, with an additional clause requiring the President 
to provide for an allocation of the meat product so as to measure the 
processors and wholesalers of their normal share of the available 
civilian supply. 

Senator Bricker. If it becomes in short supply, to acquire that it 
would have to be also applied to wholesaling as well as to retailing, 
and the ultimate result would be rationing. 

Mr. Danzansky. It would not necessarily go down as far as the 
consumer. It is our contention that if you apply it down to the 
wholesale and processing level you have brought it down into a small 
area and the one thing that created black markets and chaos during the 
OPA days was the failure of meat distribution. 

Now, we do not like controls any more than any of the other people 
who have testified here today, but our position is that once you have 
any semblance of control, once you control price, you must also control 
distribution and the fact that OPS did not do that during the last 
emergency, in our opinion, created the chaos that was prevalent in 
the meat industry. 

After consideration your subcommittee, and subsequently your full 
committee, adopted this recommendation and reported it out favor- 
ably to the Senate. We were delighted to find that this bill has been 
presented in substantially the same form by your eminent chairman 
and by the chairman of the Banking and Currency Committee of the 
House of Representatives as part of S. 2645 and H. R. 6546, respec- 
tively, by amending section 101 of the Defense Production Act of 
1950 as amended. 

We fully set forth our reasons for favoring this amendment in our 
statement of September 17, 1951, and we do not feel it is necessary to 
reiterate our arguments at this time. 

I would like to offer for this record and for the purpose of continu- 
ity a copy of our statement of September 17, 1951, for inclusion in the 
record. 

(The statement referred to follows :) 

As we have analyzed the arguments for and against the proposed Maybank- 
Capehart amendment, and in connection with the Butler-Cole amendment which 
denied the President the right to institute slaughtering quotas, they break down 
as follows: 

1. Arguments in favor of quotas: (a) Primarily a question of fair distribution 


of available supplies. 
2. Arguments against livestock quotas: 











1204 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


(a) Any action that fosters a controlled economy is not good. 
(b) When quotas were in effect they were not administered properly. 

Unfortunately, the results of these hearings and the passage or nonpassage of 
the amendment in question will not constitute a panacea for all meat-control ills. 
We do not agree with those on either side of this question who state that the 
passage or nonpassage will cause the complete breakdown of meat controls or 
meat production. In this decision, as in most other decisions involving an at- 
tempt to control an economy as complex as ours, ho one can point to any sign- 
post and say in effect, “Take that road to Utopia.” The members of this com- 
mittee are in a position where they must weigh the facts developed at these 
hearings and then choose the lesser of evils. 

I would first like to analyze the arguments against reinstatement of quotas. 

The first was that “Any action that fosters a controlled economy is not good.” 
There is no true American who will not agree with the broad principles behind 
that objection. However, in times of emergency the people of the Nation, 
through their elected representatives, have been willing to give up certain of 
their privileges in order that they might enjoy them in a more fruitful abundance 
in the future. This attitude manifested itself in the passage of the Defense 
Production Act of 1950, as amended this year. 

So we start in our answer to this objection by agreeing that no one likes 
controls, but that despite that fact controls are with us. This, then, leads us 
to the next question, which is, Can we partially control our American economy? 

Within the last year this committee has been able to observe the practical 
effects of the Defense Production Act of 1950. You will recall that the act set 
out a formula for the control of the American economy. In effect, the act stated 
that the President should first attempt a voluntary control program: failing in 
this, it gave him the right to introduce cerain selective controls. Third, if the 
above two steps failed of accomplishment of the ultimate goal, it instructed the 
President to invoke complete mandatory controls. 

Experience soon demonstrated that a voluntary control program could not be 
effective. The cost of living rose unconscionably. In the field of selective con- 
trols, the President soon found our economy to be so interrelated that the few 
selective controls which were invoked did not halt run-away prices. He, there- 
fore, finally ordered the institution of across-the-board controls. 

There is no reason to believe that selective or partial controls on price without 
similar control on demand and distribution will work, any better than selective 
controls of the balance of the economy did during the last vear. What is true 
of the whole of the economy is likewise true of its component parts. In short, 
we can no more exist as an industry half-controlled and half-free than the Nation 
ean or could with an economy half-controlled and half-free. 

The second point used by the opponents of quotas—that of maladministration— 
does not constitute a valid objection. Undoubtedly, as in every field of Govern- 
ment administration, mistakes through inadvertence or otherwise will oceur. 
That is not sufficient reason, however, to scrap an otherwise desirable program. 
If the administration of the program is too poorly managed, then those responsible 
shonld be scrapped. Parenthetically, from our limited experience with the ad- 
ministration of the quota program, we found it to be one of the best-administered 
agencies at the Office of Price Stabilization. 

To more fully weigh the proponent side of the scale, I would like to respectfully 
point out the following: 

The essential purpose of this quota system is to provide for fair distribution of 
meats and meat products. 

I will not burden you with a complete history of the failure of the Office of Price 
Administration to properly distribute meats during World War II. Suffice it to 
say that the Congress of the United States, through its combined Senate and 
House Small Business Committees, following extensive hearings that lasted over a 
month, issued a resolution on March 10, 1948, reading in part, and I am quoting: 

“Whereas the breakdown in the civilian supply of meat and meat products has 
further resulted from the failure of the Office of Price Administration and the 
Department of Agriculture properly to guide the flow of meat and meat products 
through the orderly channels of distribution; it is 

Resolved, That the Department of Agriculture and the Office of Price Adminis 
tration immediately establish quotas for nonslaughtering packers as well as 
Slanghtering packers and allocate adequate supplies to the small wholesalers and 
retailers in all areas of the country * * *%.” 

In addition, the United States Department of Justice, through the Small 
Business Unit of its Antitrust Division, made a thorough investigation and 
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report of the meat-distribution picture during World War Il. This culminated 
in its recommendation to the Office of Price Administration that adequate 
provisions be made for the proper flow of meats through normal channels of 
distribution 

When the Defense Production Act of 1950 was being considered, the Honor- 
able Kenneth 8S, Wherry and the Honorable John Sparkman, both of whom are 
eloquent champions of small business—the former having served as chairman 
of the Senate Small Business Committee in the EKightieth Congress, a position now 
held by Senator Sparkman—sponsored an amendment which clearly expressed 
the intent of Congress in this field of fair distribution and allocation of product. 
This amendment went to conference and found its way into the Defense Produc- 
tion Act of 1950, where it still remains. I quote the language of section 701 (ce) 
of the Defense Production Act : 

“Whenever the President invokes the powers given him in this act to allocate 
or approve agreements allocating any material, to an extent which the President 
finds will result in a significant dislocation of the normal distribution in the 
civilian market, he is to do so in such a manner as to make available, as far as 
practicable, for business and various segments thereof in the normal channel of 
distribution of such material, of a fair share of the available civilian supply based, 
so far as practicable, on the share received by such business under normal con- 
ditions during a representative period preceding June 24, 1950, and having due 
regard to the needs of new business.” 

Significantly, in the fields of steel, copper, and aluminum, the National Pro- 
duction Authority has set up an effective program for the fair distribution of the 
available civilian supply as called for in section 701 (ce) above quoted. We 
cannot see either the fairness or the logie for not permitting this to extend to the 
meat industry. Meat also goes to war, and also builds a backlog of demand of 
civilian supply. 

There can be no argument against the logic of fair distribution. All the 
opponents of the quota system can say is that it should be done voluntarily. 
History demonstrates clearly that in a short-supply market the integrated 
slaughterer will not voluntarily give up any portion of his supply to a noninte- 
grated meat dealer, despite the latter’s purchases from him during a more plenti- 
ful supply period. In a controlled economy, with its attendant short supply of 
product, the independent dealer can no longer attract his supply with a price 
premium. He is dependent entirely on either a voluntary or mandatory system. 

The voluntary system has completely failed; therefore, the only alternative is 
a mandatory plan. We cannot now see how there can be effective mandatory 
allocation of product to the independent processors and wholesalers unless the 
quota system under debate here is reinstated. 

The real cause of the black markets during OPA days was the failure of the 
Administration to enable legitimate distributors of meat to get their fair share of 
the available civilian supply. If this had been done, the legitimate businessman 
would soon have driven the Johnny-come-latelys and the malice-aforethoughters 
from the market place. It was pathetic indeed to observe the plight of these 
independent businessmen. During normal times they purchased a majority of 
their supplies from integrated packers, who now refused to give them a scintilla 
of their former purchases. And OPA was completely to blame, by reason of its 
short-sighted policy. They gave the integrated packers the weapons with which 
to cut the throats of their customer-competitors. 

Early in the present program the Office of Price Stabilization Administrator 
recognized the necessity for an allocation program when he stated, in connection 
with the isuance of the first meat distribution order, that “We will follow up this 
regulation with another which will keep meat supplies moving through legitimate 
channels of distribution and enable the housewives to buy adequate meat supplies 
from her regular butcher or market at legal ceiling prices.” 

That statement was made on February 5, 1951, by Price Stabilizer DiSalle. 
We are confident that he was sincere in his intention. 

When the slaughter quota program was eliminated by action of Congress this 
August, an allocation plan beyond the slaughtering level was being actively 
worked on by OPS officials. Industry was being consulted in connection there- 
with. Again, we do not doubt the sincerity of the present Administrator in this 
connection. However, because of years of sad experience under OPA, we respect 
fully request this committee not only to report favorably on the reinstitution of 
slaughter controls but to add a section to the Maybank-Capehart amendment 
requiring the Administrator to allocate meats at least through the processing and 
wholesale levels of distribution. This is not now an absolute requirement. It is 
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merely implied. We no longer wish to gamble on anyone's sincerity. The meat 
distributor must have what is rightfully his without question. 

We ask, then, that you add the following language to the amendment under 
consideration: “Provided, further, That whenever the President invokes the 
power given him in this title to provide for the distribution of a specie of live- 
stock among the slaughterers of such specie, he shall further provide for the 
allocation of the product of such specie in such manner as to assure each 
processor and wholesaler thereof in the normal channels of distribution his fair 
share of the available civilian supply, based generally on the share received 
by such processor or wholesaler during the year 1950 :” 

Now, let us examine what has happened since August 1, when the original 
Butler-Cole amendment was passed. 

Approximately 70 percent of all meat supplies in New York City is distributed 
through the independent meat wholesaler. Wholesalers in New York report a 
reduction of 40 percent in volume for the month of August. Firms that have 
been in business for 30 to T0 years report no beef supplies for this week. New 
suppliers are already appearing in the market place. One railroad reported that 
for the month of August there were 800 cars of dressed meat less than the previ- 
ous month and 1,500 cars of live cattle more than the previous month coming 
into New York City over this one railroad. New York depended, in normal times, 
for a major portion of its supply in the form of dressed carcasses from the West. 
Already this significant dislocation has taken place. I am sure that other areas 
of the country have likewise been affected. 


CONCLUSION 


Therefore, from every conceivable point of view from the practical to the 
theoretical, quotas must be reinstated in order to assure fair distribution. A 
quota system must be accompanied by a mandatory allocation to its normal chan- 
nels of distribution which existed in 1950. 

The most important part of the meat control program must be allowed to con- 
tinue. 


Senator Frear. Without objection, that will be done. 
Mr. Danzansky. Thank you. 
Il. Amendment to section 409 (c). Section 409 (c) now provides: 


In any action under this subsection, the seller shall be liable for reasonable 
attorney's fees and costs as determined by the court, plus whichever of the 
following sums is greater : 

(1) Such amount not more than three times the amount of the overcharge, 
or the overcharges, upon which the action is based as the court in its discretion 
may determine, or 

(2) An amount not less than $25 nor more than $50 as the court in its dis- 
eretion may determine: Provided, however, That such amount shall be the 
amount of the overcharge or overcharges if the defendant proves that the vio- 
lation of the regulation or order in question was neither willful nor the result 
of failure to take practicable precautions against the occurrence of the violation. 
For the purposes of this section the word “overcharge” shall mean the amount 
by which the consideration exceeds the applicable ceiling. If any person selling 
any material or service violates a regulation or order prescribing a ceiling or 
ceilings and the buyer either fails to institute an action under this subsection 
within 30 days from the date of the occurrence of the violation or is not entitled 
fer any reason to bring the action, the President may institute such action on 
behalf of the United States within such 1-year period, or compromise with the 
seller the liability which might be assessed against the seller in such an 
actio. * * * 


You will note that section 409 (c) (1), if read alone, would not 
preclude a judgment or settlement for less than the amount of the 


overcharge because the language is “not more than three times the 
amount of the overcharge.” 


Subsection (2), however, provides: 


That such amount shall be the amount of the overcharge if the defendant 
proves that the violation * * * was neither willful nor the result of failure 
to take practicable precautions. * * * 


ee. en i (Aa 


the 
» & 
ian- 


*on- 


les : 


able 
the 


rge, 
tion 


dis- 
the 
Vic - 
sult 
ion. 
unt 
ling 
r or 
tion 
tled 
} on 
the 

an 


not 
the 
the 


lant 
lure 





Sie aS Aa Re OR: 9S SOS Si a i Nd aN inn 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1207 


The legal indication, therefore, may be that a court, even under the 
most extenuating circumstances, could not exercise its discretion by 
granting a judgment for less than the actual amount of the overcharge. 

The next sentence in the act gives the President the right to “com- 
promise with the seller the liability which might be assessed against 
the seller in such an action * * ’ but this right to compromise 
is related, again, under certain circumstances, to the limitation that 
the amount of the recovery “shall be the amount of the overcharge.” 
At least this is the interpretation which is being given to this section 
by the Enforcement Division of the Office of Price Stabilization and 
its agents throughout the country 

Regardless of the circumstances which m: iy be involved, they have 
steadfastly contended that they have no right to compromise for less 
than the actual amount of the provable “overcharge. Many cases 
have arisen since the enactment of this section in which both the courts 
and the executive agency would like to impose a judgment or effect 
a compromise for less than the amount which the act apparently 
preseribes. These cases arise where the defendant has clearly demon- 
strated that his overcharge was occasioned by the failure of the Ad- 
ministrator to have expeditiously granted to one segment of an 
industry the right to pass through an increase increase granted by the 
Administrator to a level of manufacture or distribution above that of 
the defendant. 

In most instances the Administrator has ultimately admitted and 
corrected his mistake. But the defendant, in an action under this 
subsection, has been left in the untenable position of having either 
complied with the regulations and thus operated at a loss, or of having 
violated the letter of the regulation and thus subjected himself to 
a return of the overcharge which would again place him in a net- 
loss position. Small business cannot afford either position. Contact 
with either horn of that dilemma is equally uncomfortable. 

A glowing example of this is the treatment of the processing seg- 
ment of the meat industry in connection with the long-delayed issuance 
of SR 34. 

In that instance the processors of this country, when they first put 
on the general ceiling price regulations, were placed in a squeeze posi- 
tion, partic ularly those who complied with the President’s request 
to voluntarily hold down prices. 

On January 26 they put the general ceiling price regulation into 
effect. At that time they were frozen to the highest price ‘they charged 
between December 19 and January 1. 

Before that the President asked them to maintain their price at a 
certain level. Those who complied with that were caught in a squeeze 
and it seems they were caught in this squeeze with the cost of their 
own raw material continually rising—the raw material being the 
meats which they obtained from the slaughtering phase of the industry. 

Then a little later on, to make that squeeze even more untenable, 
the OPS enacted their so-called 10-percent amendment, and the proc- 
essors found themselves rolled back still further insofar as their 
margin was concerned. 

During all this period of time, the processors begged the OPS for 
relief, By telegram, by telephone, by personal visits with Mr. DiSalle 
and other members of ‘the organization, they asked to be permitted to 
pass through this increased cost. 
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On May 9, OPS issued Ceiling Price Regulation 24, which was the 
beef regulation. The issuance of that regul: ation gave "strength to the 
prices which these fellows had. In other words, it made it legal for 
the slaughterers to charge these processors those prices, legalizing 
the squeeze on these processors, so to speak, who were still left under 
the general ceiling price regulation. We petitioned OPS again for 
relief and permission to pass through. 

Finally, and only as a result of the late Senator Kenneth S. 
Wherry’s personal efforts, on behalf of this segment of small busi- 
ness—and I cannot begin to pay him sufficient tr ibute for his efforts on 
behalf of small business generally, and on behalf of this segment of 
the industry in particular—he went in and met with a group of in- 
dustry in Mr. DiSalle’s office. He waited for an hour and a half be- 

cause Mr. DiSalle was late, and by the sim ce expedient of banging 

on his desk for 2 hours he finally got Mr. DiSalle to agree that the 
much needed relief would be issued on ae 1D. the next day, and it 
was. 

Then OPS, by its own regulation, again raised the price of this 
raw material on August 19 without giving relief to these processors. 
Again we went back to OPS and said, “You have admitted already 
we Were In a squeeze and now your own regulation is raising the cost 
of this raw material tous. Give ussome relief.” 

Two words in the regulation would have given us that relief. But 
they waited from August 19 to November 26, which is 2 months and 
7 days, and small business cannot take that kind of a delay, until 
they finally gave us the relief on that question. 

Senator Scuorrret. Now, Mr. Danzansky, during that period of 
time, with probably a large number of these proc essors caught in that 
dilemma, do some of these prosecutions or things coming out of them, 
go back to those particular days? 

Mr. Danzansky. I have one case particularly in mind. There is 
one little fellow who did nothing but make a certain type of bologna 
and that is all he did. That is all his family did before him for gen- 
erations and generations. He finally found himself, because of the 
squeeze position that I have related to you, in a position where he 
either had to close his doors or blatantly violate the letter of the 
regulation. 

All this time OPS was promising “We are going to give you relief; 
we are going to give you relief.” 

It was 2 months in one inst: ince, and a month and a half in another 
instance. 

This fellow finally sent a letter to OPS and said, “Gentlemen, I am 
increasing my price by the amount of the increase in my raw _ma- 
terial. I am not going to add any additional percentage margin to 
that. I must recapture my cost.” 

He received no reply from them and went ahead and did it. After- 
ward they granted this relief. They have since been into his place 
and they say to him, “Sorry, fellow, we feel sorry for you, but you 
must repay the amount of that ov ercharge, and at least the amount of 
that overcharge.” 

And the amount of that overcharge in this case is about $15,000, 
which he was entitled to receive and which would break him if he had 
to pay it now. Now, that case is pending. 
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Senator ScuorrreLt, Which he was entitled to receive by the order 
that the control department had issued late ? 

Mr. Danzansky. That is correct. 

Senator ScnorerreL. In other words, they are compounding the 
inequity there. 

Mr. Danzansky. There is no question about that. There is no 
question about it. 

And we know if that fellow gets into a court of justice—and very 
frankly we think the enforcement people at OPS, at the national office, 
recognize this inequity. But they say that their hands are tied because 
of this language in the act which says where there is no willfulness in 
the violation the amount of the penalty shall be the amount of the 
overcharge, and they say they have no latitude and the courts have 
held that they have no latitude. 

Now, we propose, or suggest, that that can be changed by the inser- 
tion of just two words in the present act, which would then read: 
Provided, however, That such amount shall not be more than the amount of the 
overcharge or overcharges, if the defendant proves the violation was not willful, 
and so forth, so to give the courts and the administrator the discretion 
that he should have. 

Another example arises in connection with the belated issuance of 
specific dollar-and-cents ceilings on various specie of livestock, wherein 
costs of the product to the wholesaler or processor continuously rose, 
but the ceiling prices of these wholesalers and processors had to remain 
constant awaiting the issuance of the regulation. 

Once having undertaken an investigation of a firm who may have 
been caught in this squeeze position, the Enforcement Division takes 
the position that it is powerless under the law to disregard or compro- 
mise for less than thed amount of the overcharge, regardless of the 
equities involved. 

We, therefore, recommend an amendment to section 409 (c) which 
will give this much-needed discretion to the courts and the President. 
This could be accomplished by adding a few words to section 409 (c) 

(2) so that it will read as follows: 

Provided, however, That such amount shall not be more than the amount of the 
overcharge or overcharges if the defendant proves that the violation of the 
regulation or order in question was neither willful nor the result of failure to 
take practicable precautions against the occurrence of the violation * * #* 
This reinstates the discretion in rendering judgment or effecting com- 
promises which Congress intended. 

Now, I have this next paragraph, of which I am a little proud be- 
cause I think it sums this thing up. 

It is important that this committee keep in focus the fact that it is 
not proposing legislation for a criminal class of people wherein all 
Liaiadiee must be tightly knotted. We are rather dealing with the 
American businessman who, together with his brother farmer and 
worker, has made America the great moral and spiritual leader of 
the world. 

Discretion in the imposition of sanctions must be granted to the 
courts and to the President. 

Our suggestions here in no way prevent the escape of the malicious 
violator from heavy sanctions. It only serves to enable the courts and 
the President to more closely fit the punishment with the real nature 
of the offense. 
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III. Amendment to section 701 (b) (4): The request we are about 
to make in connection with the amendment to section 701 (b) (4) is 
interrelated in some respects with our previous discussion regarding 
the enforcement provisions of the act. 

Congress recognized in the original Defense Production Act of 1950 
that the administration of the Emergency Price Control Act under 
which the Office of Price Administration operated in the last emer- 
gency fell woefully short of providing adequately for the protection 
of small business. They, therefore, enacted section 701 (a), (b), and 
(c). There have been many occasions when our association has found 
it necessary to invoke section 701 (b) (4) in our dealings with the 
Director of Price Stabilization. To refresh your recollection, this 
section provides as follows: 

(4) In administering this act, special provision shall be made for the expe- 

ditions handling of all requests, applications, or appeals from small-business 
enterprises. 
Frankly, its invocation has availed us nothing. For example, in con- 
nection with the above-mentioned failure to have issued relief, which 
finally was given in the form of SR 34, we called attention of the 
Director on several occasions to this section of the act. 

On June 12, 1951, we sent a letter to the Director of Price Stabiliza- 
tion setting forth certain necessary regulatory measures and again 
invoked the provisions of this section. 

When he issued that regulation we sent him a letter and pointed out 
that a pork regulation was also imminent in his division and that these 
processors needed relief on that. That pork regulation has been 
issued and that relief has still not been forthcoming. 

He answer us on July 5, 1951, but the effective date of these neces- 
sary amendments was not hastened one whit as a result of this section. 

The answer is that no employment of this section of the act has been 
made by the Director. 

We do not want to engage in recriminations in connection with the 
administration of the act, but it is perfectly obvious that unless Con- 
gress clearly spells out not only its intent, but some formula by which 
the Director shall be guided in connection with small business, nothing 
will be done. 

We, therefore, suggest that Congress insist that an Office of Small 
Busmess be established within the control agency—this can consist of 
one man. It does not mean a lot of money, but someone we can go 
to whom we know will take care of the problems of small business— 
which agency will prescribe rules and regulations to accomplish the 
purpose of the act. This can be done by the simple addition of a 
clause to section 701 (b) (4), which could read substantially as 
follows: 

* * * and there shall be established an Office of Small Business within 
the Agency administering this act in order to more readily accomplish the 
purposes of this subsection. 

IV. Miscellaneous provisions : In addition, some provision should be 
made in the act which would enable small, and even large, businesses 
to more rapidly determine their rights in connection with the present 
cumbersome Emergency Court of Appeals procedure. It is our un- 
derstanding that other witnesses have testified in connection with 
enlarging the act to provide for declaratory judgments in some in- 
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stances; with this or other speed-up procedures we heartily concur. 

The newly created Office of Small Business within the control agency 
should also have the right to speed up the administrative protest pro- 
cedure wherein small businesses are involved. 

There is a provision in section 408 (e) (1) that, within 30 days after 
arraignment in a criminal proceeding or five days after judgment in a 
civil or criminal proceeding involving a violation of a provision of 
a price regulation, the defendant may apply to the court for leave to 
file a complaint in the Emergency Court of Appeals setting forth 
his objection to the validity of the provision being contested. We 
feel that substantial justice requires a provision in connection with 
civil proceedings granting the same right to the defendant to apply 
for leave to file a complaint in the Emergency Court of Appeals within 
30 days after suit has been brought. 

In other words, a defendant in a civil proceeding should have the 
same rights as a defendant in a criminal proceeding. The defendant 
in a criminal proceeding has the right to apply for leave to file a 
protest in the Emergency Court 30 days after arraignment. 

Likewise, a defendant in a civil proceeding should have the right to 
petition for leave to file a protest in the Emergency Court of Appeals 
within 30 days, “or such additional time as the court may allow for 
good cause shown.” 

The civil sanctions, which can amount to treble damages, could 
very well be more severe than the criminal sanctions imposed by the 
act. Certainly if the Administrator has found that there is a lack 
of criminal intent and chooses to proceed civilly, the defendant in the 
latter action should have at least as much right as the defendant in 
a criminal action. 

The defenses involving the validity of a pricing regulation can 
only be raised in the Emergency Court of Appeals. These defenses 
should be thoroughly tried in the proper court before requiring a 
defendant.or the court to undergo a lengthy trial. 

This could be accomplished by amending section 408 (e) (1) to 
provide for the inclusion of the clause “within 30 days after filing 
of a civil proceeding” after the first occurrence of the phrase “in any 
criminal proceeding” in that section. 

If price controls on meat are found by Congress to be necessary, 
they should be implemented by a quota system in order to assure fair 
distribution. The quota system must be accompanied by a mandatory 
allocation through normal channels of meat distribution. 

Structural adjustments must be made in the act to provide small 
business with the speed-up provisions and rights which we have out- 
lined today. Again Congress must keep in mind the fact that it is 
not legislating for a criminal class of people when it is invoking con- 
trols on the American businessman. 

Thank you. 

Senator Moopy. Mr. Chairman, on that point-may I ask a question ? 

Senator Frear. Senator Moody. 

Senator Moopy. Other witnesses have said that quotas cannot aid 
in distributing meat supplies fairly. Would you mind expanding 
on your opinion as to how you feel they can ? ' 

Mr. Danzansxy. Well, I called attention in my statement of Sep- 
tember 17, Senator, to the fact that installing meat quotas as such 
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would not be a panacea to all the ills of meat controls; that I felt 
it was a question of Congress taking the lesser of the evils; that the 
only way I could break down the arguments of the opponents of 
quotas was that they felt that either it was not administered properly, 
or that they just did not like controls, and anything that was con- 
trolling was bad. 

I am no an expert in the quota deal, but I will say this, that I can- 
ot see how you can have control on half of an industry and leave 

ie other half uncontrolled. I think that it is impossible to control 
we ‘ices without controlling distribution. That was the difficulty that 
we ran into during the OPS days. <All the economists who wrote 
about this OPA deal after it was over said that they should have allo- 
cated these supplies down through the wholesalers and the processors, 
and the only way you can allocate those supplies is to have a quota 
on the slaughter. 

Senator Moopy. I do not believe you would find the Congress advo- 
cating rationing at this time. Do you feel that the control of the 
supplies should go down that far? 

Mr. Danzansxy. No, sir. I say if it stops at the level of distribu- 
tion that accounts for the given area closest to that distribution, you 
have ample control. These wholesalers and processors have no where 
else to sell their merchandise because they are confined to a limited 
sphere, as in the city of Detroit, for example. 

We have a lot of members in the city of Detroit who depend upon 
others for their supply. If they get it, there is no place else they can 
sell it except to Detroit retailers, and certainly there is no place else 
Detroit retailers sell it except to Detroit consumers. 

But slaughterers, because of their wide distribution, can sell it 
into Detroit; they can ship it to New York; or they can dip it any- 
where they please. They are not confined as these lower segments 
of the industry are toa given area 

Senator Moopy. You favor the distribution of available meat sup- 
plies through the processing level in roughly a historical pattern ? 
Is that right? 

Mr. Danzansky. That is correct; yes, sir. 

Senator Dovetas. How do you make allowance for new firms? 

Mr. Danzansxy. I think the act has a provision for due allowance 
for new firms. 

If the supply gets short, there is no room in their market for 
Johnny-come-lately. That was the trouble last time. The door was 
open for new people and people operated from under their hats and 
the old people had to go out of business. It was the new people who 
created the chaos. 

Senator Doveras. It was new slaughterers; was it not? 

Mr. Danzansxy. The new slaughterers, the new processors, and 
the new everybody who came into this business with malice afore- 
thought. 

Just as any racketeer comes into any market that is short and tries 
to make a killing; they do not belong. 

Senator Frear. Senator Schoeppel ? 

Senator Scnorrret. How do you find your supplies from your 
packing centers now? Are they adequate ? 
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Mr. Danzansxy. I would say they are pretty good. I know that 
within the last month—I do not know of the situation today—the 
supplies of veal were short. 

Senator Scuorrret. I know I have checked on a number of areas. 
I have not gone into the metropolitan areas of the eastern Atlantic 
seaboard, of which I confess I know nothing, but I have failed to 
pick up any definite instance where there is any difficulty develop- 
ing now. 

Of course, we are in long supply now. It would only come into 
effect in short supply, and that is where your group was being 
pinched. 

Mr. Danzansxy. That is correct; yes, sir. 

Senator Dirksen asked about the prospective tie-in sales, in the 
event it came off of beef and so forth, assuming veal was short. There 
is an inherent danger there. It might automatically force the price of 
this long product up above the real supply and demand factor, if the 
purchaser wanted to buy one of these products that is in short supply. 

Unfortunately, we cannot conceive of any way that this industry 
can be half controlled and half free. You either have to put it all 
the way down the line or take it off and believe me, gentlemen, the 
sooner you take it off the better our people are going to like it. As 
we said we are not qualified to know when that time is. That is for 
you and your experts to determine. As long as it is on, it has to be 
across the board. 

Senator Scuorrret. In other words, what it would amount to would 
be a rationing process to the distributors. 

Mr. Danzansky. You can call it that. It is an allocation based on 
previous uses, yes, sir, which is the only fair way to do it in a con- 
trolled economy. 

Senator Frear. Senator Dirksen ? 

Senator Dirksen. | have no questions, thank you, Mr. Chairman. 

Senator Frear. Thank you very much. 

Mr. Danzansxy. Thank you, sir. 

Senator Frear. Mr. F. B. Wise, the National Renderers Association. 
Mr. Wise is a native of the State of Delaware and we are ve ry proud 
to have him here. 

Mr. Wisr. I appreciate that reference. I am secretary-treasurer of 
the National Renderers Association with offices at 1424 K Street NW. 

Mr. Chairman, with the pe rmission of the committee I would like 
to introduce Dr. John Lee Coulter, consultant economist, to make the 
statement of our organization. 

Senator Frear. Ver y well. 


STATEMENT OF DR. JOHN LEE COULTER, CONSULTANT ECONOMIST, 


ACCOMPANIED BY F. B. WISE, NATIONAL RENDERERS ASSOCIA- 
TION 


Mr. Counrer. Members of the committee, we have prepared a brief 
statement in typewritten form. It is of about 10 pages. Perhaps two 
or three pages may be omitted so that the presentation of the main 
points should not take more than 15 minutes or so. 

Senator Frear. The statement in its entirety will be made a part of 
the record. 

Mr. Covutrer. Thank you. 
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This statement is submitted in behalf of the National Renderers 
Association, an organization composed of approximately 275 mem- 
ber companies which are largely single, independently operated estab- 
lishments, primarily engaged in the production of inedible tallow and 
grease which is extracted from fat-bearing materials obtained from 
literally thousands of farms, ranches, feed lots, meat-packing estab- 
lishments, wholesale saughterhouses, retail meat shops, and chain 
stores, hotels, restaurants, Government and State institutions and 
agencies. Members of the association also produce animal proteins, 
commonly known in the trade as meat scraps or tankage, and some 
plants also accumulate hides and skins in connection with their oper- 
ations. Inedible tallow and grease are principally used in the manu- 
facture of soap; meat scrap and tankage are extensively used in 
poultry 4nd hog feeds; and the many uses of leather goods are well 
known to everyone. Member plants of the association will be found 
in all States of the United States except two. 

Due to the perishable nature of the material, the operations of the 
industry are in most cases very closely supervised and regulated by 
city, county, or State health authorities and it is now a general prac- 
tice that members of the industry be bonded or otherwise licensed to 
assure diligent performance of this special type of assignment. As 
a matter of fact, in the areas where plants of this industry are already 
in operation, it generally follows that the local health requirements 
prohibit removal of such materials by general refuse disposal pro- 
cedures. Moreover, were it not for the existence of these plants local 
units of government would have to provide for collection and disposal 
of such materials at great additional expense to their taxpayers. 

We urge continuance of the fats and oils import control authority 
as set forth in section 104 of the Defense Production Act of 1951, for 
the following reasons: 

1. Definity: Domestic producers of fats and oils are entitled to a 
strong, specific, positive provision of law such as section 104 which 
enables the placing of all necessary limitations upon imports of com- 
peting fats and oils, especially in view of current price conditions in 
these markets. We are unwilling to leave too much discretion in the 
hands of the Secretary of Agriculture for fear he will fail to act just 
as in 1948-49 the Secretary of Commerce delayed removing export 
controls on fats and oils (although he had full authority to do so) 
with the result that tremendous domestic stocks of these materials 
accumulated in this country causing prices to decline precipitously 
and inflicting substantial losses on all segments of the domestic fats 
and oils producing industry; it finally took literally a mandate of a 
congressional committee to cause the Secretary to remove the controls. 
And this unnecessary incident is undoubtedly well remembered by 
Congress—certainly it has not been forgotten by domestic producers. 
In other words, on the basis of our experience with Government in 
the past, we believe in preventive provision rather than remedial 
redress, 

2. Interchangeability: All fats and oils have a high degree of inter- 
changeability which means they can either be substituted directly 
one for another or by additional processing at reasonable cost can be 
made acceptably similar to another oil or fat. It is well recognized 
that imports of any directly competitive article increase the available 
supply of the commodity and, in times of domestic surplus and fore- 
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casted large production such as is presently the case in fats and oils, 
this inevitably results in a decline in prices either because the abun- 
dance of supplies causes buyers to offer less and sellers to accept less 
or because the imported article is offered at a lower price which 
domestic sellers eventually have to meet. 

To a lesser extent, there is a similar result when a semidirectly 
competitive article is imported but the effect is particularly accen- 
tuated in the case of fats and oils because of the principle of inter- 
changeability. For example, it can be shown that imports of soy- 
bean oil—a good, edible commodity—not only compete directly w ith, 
displace, and tend to drive down the price of domestically produc ed 
pin. an oil and cottonseed oil but also have an influence on the price 
and supply of such inedible fats and oils as tallow and fish oils because 
when soybean oil becomes plentiful in supply and cheap in price, it 
replaces fish oil in the paint and varnish trade which of course is an 
inedible use. The fish oil so displaced then becomes a possibility for 
use in the soap kettle where it would displace the inedible tallow and 
grease produced by the members of this association. 

This chain of reaction should be cause for alarm among all domestic 
producers of such fats and oils as butter, lard, corn, soybeans, flax, 
peanuts, fish oil and cottonseed and it explains why we feel that ade- 
quate protection should be always at hand. Certainly it is of great 
concern to the members of this association because neither they nor 
the Government have any control whatsover over the fat-bearing ma- 
terials which will result from the production of livestock i in this coun- 
try and which must be collected and processed promptly in order to 
avoid a health and sanitation problem of the first magnitude. 

3. Equality: We have no agricultural programs of any kind for our 
products and the modest legislative protection we were able to secure 
some years ago in the form of tariffs and excise taxes on imports has 
been slowly whittled away by our adversaries both in Government and 
out so that now we have almost nothing left. According to a recent 
comprehensive report by the Tariff Commission (October 1951), the 
average ad valorem equivalent of all tariffs and excise taxes on all 
imports for consumption (free and dutiable), has been reduced from 
an average of 10.6 percent before any trade agreements to only 5.4 
percent on August 1, 1951, a decrease of 49 percent. This is after 
eliminating the influence of price changes due to currency devaluation, 
and other influences. In the case of dutiable commodities alone 
(which includes most fats and oils) the reduction has been from an 
average of 27.7 percent to 12.5 percent—a decrease of 55 percent. 
With such a reduction in tariffs and/or excise taxes on imports other 
forms of protection to domestic industry, such as import control, seem 
to us to be imperative. At atime when the newly developed synthetic 
chemical and petroleum detergents are taking over an increasing share 
of the cleansing material market which has historically up to this time 
required and consumed great quantities of domestic ally produced in- 
edible animal fats, we need the continuance of such protection as we 
have—not a reduction of it. 

Careful study of the International Trade News Bulletin now issued 
monthly on behalf of the contracting parties to the General Agreement 
on Tariffs and Trade, Palais des Nations, Geneva, Switzerland, dis- 
closes the fact that in general, where foreign countries have reduced 
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tariffs in order to get other concessions from the United States under 
the trade agreements program and have made up Treasury deficits 
from grants, gifts, counterpart funds, excise, and other forms of taxes, 
and so forth, they have also developed a general program of import 
licenses, quotas, and exchange control as a protection to their home 
market. It is our view that section 104 of the pending act is in com- 
plete harmony with the procedure of foreign countries and properly 
carriers out the mandate of section 8 of article I of our Constitution 
which provides that “Congress shall regulate trade with foreign coun- 
tries.” It is certainly germane in this act, which regulates the domes- 
tic economy, to take note of the possible damage from excessive im- 
ports. 

In other words, if we are going to relate the domestic economy we 
must relate it to the potential conflict between the domestic economy 
and the foreign economy. 

Congress has expressed its desire to protect domestic industry from 
injury or the threat of injury from imports of competitive materials 
in the escape provisions of the recently passed Trade Agreements Ex- 
tension Act. We believe section 104 is in harmony with and in the 
nature of a supplement to that provision. 

The next two pages we have devoted to an examination of our ex- 
perience under the Office of Price Stabilization. It is very tech- 
nical. It shows from day to day just what happened and wherein the 
price ceilings was fixed in the case of inedible tallow and grease, and 
the rules applying thereto. 

Inasmuch as we wish to discuss at some length the tallow ceiling 
price roll-back order issued by the Office of Price Stabilization on 
January 8 of this year, it would be beneficial we believe to set down a 
chronological summary of the related developments preceding the 
issuance of this order. The summary is as follows: 

January 26, 1951: OPS issues general freeze order establishing 
individual ceiling prices at the highest level at which sales were made 
during the period December 18, 1950, to January 25, 1951. Most 
producers of tallow and grease had individual ceilings of from 18 to 
18.5 cents per pound; lard ceiling price under this order is approxi- 
mately 18.5 cents per pound. Hide and skin prices frozen at highest 
sellers’ price during November 1950 in OPS CPR 2. 

February 1951: Specific dollars and cents ceilings established by 
OPS for cottonseed oil (2314 cents per pound, crude valley basis), soy- 
bean oil (2014 cents per pound, crude f. 0. b. Decatur basis), and corn 
oil (241% cents per pound, crude midwestern mill basis). Tallow and 
Grease Industry Advisory Committee appointed and called to Wash- 
ington for consultation on February 28. Hide Industry Advisory 
Committee appointed and called to Washington. 

March 1951: Uniform ceiling prices for all grades of tallow and 
grease announced by OPS March 8, effective March 12, established 
on basis 15 cents per pound, Fancy grade. This represented a roll-back 
of 3 to 3.5 cents per pound from GCPR ceiling price of most pro- 
ducers. Industry and members of Tallow and Grease Advisory Com- 
mittee objected to the action but filed no formal protest believing this 
to be their contribution toward Government price stabilization efforts. 
Fish Oil Industry Advisory Committee appointed, met, and uniform 
ceiling price for this product set by OPS order in neighborhood of 
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16 to 17 cents per pound. Uniform dollars-and-cents ceilings gen 
erally at November 1950 levels established on hides and skins. 

August 1951: OPS approves increase in ceiling price for beef and 
wnoflicially let it be known that hide and tallow ceiling prices would 
have to be rolled back further to compensate for beef price ceiling 
increase. Requisite number members both Hide and Tallow Industry 
Committees wired Price Administrator DiSalle requesting to be con- 
sulted before such action is taken; they were informed that no such 
roll-backs were being considered. at that time. 

November 1951: Hide Industry Advisory Committee called to OPS 
headquarters at Washington, asked to approve roll-back; voted unani- 
mously against such action. 

Tallow and Grease Industry Advisory Committee called to OPS 
headquarters at Washington, informed that tallow ceiling prices were 
to be rolled back to 1014 cents per pound, Fancy basis. Seven out of 
nine members of the committee attending this meeting resigned 
en masse later in the day ; the official membership of the committee was 
14 at this time. Resigaing members asserted they did not propose to 
come to Washington at their expense to rubber-stamp Government 
actions which they said were apparently dictated by political expedi- 
ency; all objected to the fact that the matters which they were sup- 
posed to consult with OPS on had been decided by the Government 
in advance, and they said they were given no real opportunity to state 
their views regarding the proposed roll-back. 

Price Administrator DiSalle appeared before Joint Senate-House 
Committee on Defense Production to give periodic reports concern- 
ing progress of price-control operations. Was questioned extensively 
by Senator Capehart about the tallow roll-back plan and about the 
mass resignation of members of the Tallow and Grease Committee: 
Senator Maybank introduced into the record approximately 160 tele 
grams received in protest to the tallow roll-back plan. 

December 1951: Price Administrator DiSalle submitted lengthy 
memorandum to Joint Senate-House Committee on Defense Produc- 
tion setting forth policy OPS would follow in rolling back ceiling 
prices ; use .d tallow as an ex: imple and described how the new roll-back 
level had been arrived at; also told the committee that tallow had 
no cost of production. The latter statement provoked a storm of pro- 
test from the independent tallow-producing industry. Recently Eco- 
nomic Stabilization Administrator Roger L. Putnam has admitted 
that his agency recognizes that tallow does have a cost of production. 

OPS issues order rolling back ceiling prices approximately 5 cents 
per pound on cattle hides and about 18 percent on calfskins. 

January 1952: Tallow roll-back order issued January 8, effective 
January 14. Ceiling prices for all grades tallow and greases set at 
rate of 1014 cents per pound, Fancy basis. 

It is our earnest conviction that the order issued January 8 by the 
Office of Price Stabilization rolling back the ceiling prices of all grades 
of inedible tallow and grease toa level of 1014 cents per pound, Fancy 
basis, is discriminatory "and unfair for the followi ing reasons: 

(a) Inedible tallow and grease prices move in the same general 
price pattern as other domestically produced fats and oils; see the 
attached chart for confirmation of this. 

(The chart referred to follows :) 
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Therefore, price ceilings for inedible tallow and greases if estab- 
lished by any Government agency should be fairly related to price 
ceilings for such fats and oils. 

(6) Inedible tallow and grease ceiling prices as set by the order 
of January 8 are not fairly related to present ceiling prices for other 
domestically produced fats and oils, nor as compared with the rela- 
tionship between these commodities as recognized in the OPA ceilings 
of World War II, shown in the following tabulation : 


OPA ceiling 


-resent OPS 
price, June Presen E 


1946 ceiling price 
Cents per Cents per 
zound pound 
ning tccnesitennkeddapnentetnabant alah latins ccoaiecds 12.8 23.5 
I igisda bie entcilabwacwewennd be ithe Giiipndls Geen wee acide 11.8 20. 5 
RE i ata ienisten aectinepigaip mninhenngniinge ceri cet 12.8 18.5 
Fish oil... .-- Tite e ie ee oat were & Tee Te denn iree baad 8.9 16-17 
Inedible tallow, prime--.............--.-- Pihehh pabbtekd bitin idtasinesesdents 8.6 | 10.1 





Note that the OPA ceiling price in June 1946, when the previous 
OPA plan was discontinued, was 8.6 cents per pound in the case of 
inedible prime tallow. That is very substantially above the market 
price at the present, notwithstanding the fact that all elements enter- 
ing the production of tallow and grease have advanced materially. 

(c) Inedible tallow and greases are the only items in the histori- 
cally related fats and oils group which have been subjected to two 
successive price-ceiling roll-backs; this is outright discrimination. 
Since the initial price freeze level of January 1951, the total roll-back 
in the case of tallow and greases has amounted to 8 cents per pound, 
or approximately 45 percent of the initial GCPR ceiling price. 

Senator Scnorrre.. Might I ask you what it would be selling for 
on the market today where there is no ceiling price ? 

Mr. Courter. It might be selling at the present price. There is no 
way to tell. It is not actually hugging the price ceiling, but the fact 
that there is a price ceiling which is distorted from all other oils and 
fats tends to disturb the level of which it could go or might go in 
normal, ordinary market circumstances, and a fair price as condi- 
tions change. It is blocked there and put into a distorted position. 

(d) To the extent that the Office of Price Stabilization used the 
pre-Korea price of tallow as a base period in arriving at the 1014 cents 
per pound level established under the order of January 8, we assert 
that there is no legal grounds for such basis because the Defense 
Production Act specifically prohibits the use of any abnormal periods 
in the determination of ceiling prices. The attached price chart 
clearly indicates that the pre-Korea price of tallow not only was ab- 
normally low—in fact, the lowest it had been for the period 1941-51, 
wut also was substantially lower than that of any other related domes- 
tically produced fat or oil. 

And yet that is the base they used as an excuse for setting the ceil- 
ing price. It is out of line with everything else. 

We consider that the most equitable and expeditious way to remedy 
this situation would be to immediately and completely remove all of 
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these items from any form of price limitation, and of course we in- 
clude a recommendation that the other products of the industry— 
namely, hides, skins, and meat proteins—be accorded similar treat- 
ment. However, if it be not the intention of Congress to consent to 
the withdrawal of such authority, then we shall insist that the ex- 
tension legislation be phrased in such form as to preclude the price 
agency from singling out a lone fat or oil item such as ours and sub- 
jecting it to drastic pric ing action without imposing similar treat- 
ment upon all other items in the same general commodity classifica- 
tion. This could be done, we believe, by including a short phrase at 
the appropriate place in the pricing provisions to read somewhat as 
follows: 

Provided, That no ceiling price shall be established or maintained 
on any domestically produced fat or oil which does not reflect a fair 
relationship to other customarily related fats and oils. 

As we understand, due to the parity guaranty provisions of the 
pricing act the OPS probably cannot lower the ceiling much, if any, 
on the principal domestically produced fats and oils such as those to 
which frequent reference has been made in this statement—other than 
tallow and greases. If this is so, the members of this association 
feel their products are entitled to similar treatment and we therefore 
make the request that tallow and greases be included under the parity 
guaranty sections of the pricing legislation. Perhaps this could be 
tuken care of by designating tallow and greases as agricultural com- 
modities; we especially need a clarification of this point because we 
are being increasingly confronted with situations in Government 
whereby our products are claimed to be agricultural commodities 
when it comes to placing them under certain types of controls but when 
we need and seek relief we are informed that nothing can be done be- 
cause our products are not defined as an agricultural commodity. 

That, gentleman, is briefly a statement of the points which we think 
supplement statements made by other groups interested in various 
phases of the animal industry and produets groups. 

Attached to this is a one-page table giving the price relationships, 
and the chart which I have already placed in the record. 
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(The table referred to follows :) 


Price comparisons, inedible tallow with other domestically produced fats and oils, 
cents per pound 





Cotton- is 
seed oi} | Lovbean Lard, Inedibl 
oil crude : ; 
crude, , loos 3 sllow, 
tanks. 5 pal Chicas wifi X ; 
Southeast lidwes ast 
146—June OPA ceiling price 12.8 11.8 8.9 % 4 
1947—January 28.8 26.0 24 | 9" 5 Te 
May 23. € 21.4 22.0 
Septem ber 20. 6 Is. 8 | | 
1M48—-January 28.0 21.4 nm } 24 
May 34.6 26.3 2 0 2 
Septem ber 22. 1 22.8 f 1.2 
1949—January 15.0 14.; 2 4.3 
May 11.2 10.8 ] 
September 11 11.4 2.0 1.9 1 
H0—January li. 1 10.8 ). 2 6.7 2.8 
May 14. ¢ s 9 
June, Korea 14.0 13.2 2 ( 1.4 
July, Korea 0.2 12.9 ] 7.7 5. 8 
September 17.9 15.0 14.0 11.0 
1951—January 23.9 20. ¢ 17.3 7.9 
March-April OPS ceiling price 23.5 20. 18.5 19.0 
September 14.7 14. ( 16.1 1.¢ 7 
December 13.2 12 2.8 8 
1952— February 25 12.2 10.7 ( 


Notes.— Present OPS ceiling price for inedible tallow No, 1 is 9.25 ceuts per pound which became effeetive 
Jan. 14, 1952; inedible tallow and greases are the only fats and oils which have been subjected to a second 
roll-back from the initial ceiling prices imposed on this group of commodities by the Office of Price Stabil 
tion in January, February, and March of 1951. 

Source: Compiled from reports of the Bureau of Agricultura] Economics, U.S, Department of Agi 

id from daily issues of the New York Journal of Commerce and the Wal] Street Journal 

Phat concludes my general statement. 

Senator Frrear. Senator Schoeppel, are there any questions? 
: , 

Senator Scuorrret. | have no questions. 

Senator Frear. Thank you very much. 

Mr. John K. Minnoch, National Hide Association. 


STATEMENT OF JOHN K. MINNOCH, EXECUTIVE DIRECTOR, 
NATIONAL HIDE ASSOCIATION 


Mr. Minnoou. Gentlemen, I will try to keep my remarks very brief. 
[ have listened to all the testimony today and I will try to avoid as 
much as possible repeating anything. 

Senator rear. I notice you have a short statement. 

Mr. Minnocu. Yes. I keep in mind that sometimes if you cannot 

say it in 10 words you may never get to the next 100,000, 

Getting down to the basic facts of our case, the prices of hides and 
skins have suffered a second roll-back, one of the ie industries that 
were rolled back a second time. 

Our industry, I believe, was either the first or second industry in 
the country to be rolled back at the very beginning of the organiza- 
tion of the price stabilization program. 

We feel that we are beginning to wonder whether we are starting 
from the ground up, or the bottom of a mine shaft. Our prices have 
gone that ‘far down, to where it is quite crippling to a small operator. 
He only gets one time at bat, after all, and if he fails, he is out. A 
large corporation, with stockholders carrying the brunt may get a 
second chance. Our association is primarily made up of small dealers 
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and you might say middle operators in the trade with a few large ones. 
That is why I emphasize the small-dealer operation. That is the one 
with which I am greatly concerned. 

Senator Scnorrre.. I notice that you have around 145 members 
with some 40 to 50 associates. 

Mr. Minnocn. That is right, Senator. 

Senator Scuorrret. Are they pretty generally distributed over the 
country ¢ 

Mr. Mrnnocnu. Yes; I would say they would take in about 26 States 
and Canada. We have quite a few members in Canada, but they too 
are under our allocation, so they somewhat affect our program indi- 
rectly, Senator. Our industry is centered quite largely in the Middle 
States—I mean the bulk of the packing industry where the hides would 
come off—but we sort of reach out into Texas, into Kansas, into Okla- 
homa, and that sort of region, stretching out with Chicago as a hub, 
and radiating out maybe 400 or 500 miles. 

Senator Frear. Do you have any members on the Advisory Com- 
mittee of OPS? 

Mr. Mrynocu. Yes, we do. I might say there we have a gripe on 
the industry advisory set-up. At our last industry advisory meeting 
those present agreed unanimously to a certain thing and they did just 
the opposite. 

Senator Frear. Who did just the opposite ¢ 

Mr. Mrnnocn. OPS. 

Senator Frear. Who advised them to take that action that was com- 
pletely opposite in your opinion ? 

Mr. Minnocu. What was that, sir? 

Senator Frear. Who do you think advised them to take a directly 
opposite position ? 

Mr. Minnocn. Of course, this is just my opinion, but I feel the thing 
was cut and dried before the committee met. That was my real feel- 
ing of the situation. 

Senator Frear. If you have a feeling like that, there must be some 
basis for it. What isit? 

Mr. Minnocu. The reason I feel it is this, that the action came per- 
haps too soon after an industry advisory meeting to gather informa- 
tion in such a short time that was of such import. I do not feel you 
could draw up a ceiling in the space of a few weeks on hides, at least 
not after discussions I have had with the people in OPS. They could 
surely spend more time on it. 

Senator Frear. Are you familiar with the statement of Mr. Heine- 
mann of the National Independent Meat Packers? 

Mr. Mrnnocu. Yes, sir. 

Senator Frear. In paragraph 9, though he did not read it, it was 
admitted as part of the record and he states : 


We were accorded exceptionally unfair treatment on hide prices— 
He is speaking of OPS— 


to show you how we were treated we need only state that the shoe-trade repre- 
sentatives were called into conference with OPS and the subsequent price roll- 
back in hide prices presumably represents the shoe industry’s idea. 


And that is why I asked you the question. Do you thing it represents 
the shoe industry’s idea that OPS gave a directly opposite regulation 
to what you asa member of industry had suggested ? 
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Mr. Minnocu. I am glad you picked out that part because we have 
constantly brought to the attention of people in OPS that there is 
insufficient small-dealer representation consultant-wise or committee- 
wise. And also the fact that too frequently in our industry, the shoe 
industry and the tanning segments of that industry have more or less 
helped shape our program. I believe they have too much to say about 
running our business. 

I might also almost say we do not run our business any more, that 
it runs us. I have gotten to the point where it is like—and the Euro- 
pean program—and I hope you will not mind my interjecting some- 
thing here because it has a large bearing on our industr y. In the last 
2 years we have practically created a market for Peron to the detri- 
ment of our own. 

Look at it this way from a hide standpoint, that one-sixth of the 
world is shut off by the iron curtain. It may not seem much except 
that those countries in the past were quite largely hide countries, or 
at least countries which would utilize the products from hides, like 
Czechoslovakia, let us say, and in Russia itself, where calfskin would 
be quite predominant. Germany and France also furnishes us calf- 
skins—normally we have been a net importer of hides and not an ex- 
porter. That is the reason I mention that particularly, because of the 
world situation. 

Now, our world level—I am talking about the level which United 
States hidemen could trade was below the Argentine market. We 
could not trade, in other words, at the level at which Argentina was 
trading with European countries. With our money, European coun- 
tries were buying Argentine hides. 

That did create a situation which the national program was trying 
to do to bring about good will with and the rehabilitation of some of 
these countries. 

Senator Frear. Normally your industry exports hides. 

Mr. Minnocu. We are normally a net importer. You see that 
is serious there because we were not getting Argentine’s hides, which 
we formerly did, and then having a market here at home that was 
glutted, and I might—just to keep the record straight—say that I 
noticed that Mr. Areal, in his statement brought out the fact that 
prices roughly were 45 percent below ceiling—I do not contradict that, 
that is a fairly good estimate, but let us look at it another way. Let 
us look at it price-wise. 

I am quoting from the Chicago Daily Hide and Tallow Bulletin. 
For instance, on January 18, 1952, the basic tallows, 36 pound average 
and up, the price was 2014 to 23, normally, but that would be about the 
trading amount, as against January 1951, the year previously, which 
was 43 to 44 percent. That is almost 100 percent. It is quite a drop in 
price, particularly when you are not doing much business. 

Senator Frear. Did he say it was a reduction of 40 percent or a re- 
duction of the price? 

Mr. Minnocn. He said, “Hide prices are left roughly 45 percent 
below ceiling and leather prices are about 25 percent below ceiling. 
Wholesale shoe prices were only 7 per cent below, but yet at ret: til 
the Consumer Price Index for Deneiee: 1950-51 brought out that 
children’s shoes and men’s shoes sold at near peak levels. The con- 
sumer did not get the benefit of that hide-price reduction. 
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I cannot say that is the fault of OPS, but in my opinion it is not 
helping trading and it did not help to create a market where people 
who had selections were able to move them. I will explain that. 

For instance, by allocation, primarily a calf could only go to a calf 
tanner. I, myself, in Pennsylvania, at Sykesville, looked into a hide 
house where there were approximately 25,000 calfskins not even mov- 
ing at a time perhaps when the kip tanner or something below calf 
level could have utilized those because they were that cheap, but be- 
cause of the allocation set-up, they could not be moved. 

So here were hide men with hides stored to the top of their ware- 
houses, with their money all tied up, and little fellows at that, while 
their allocation says to move them to a calf tanner or else. 

We have now had the allocation lifted, after a strong fight, and I 
am glad of that. It has eased up the situation somewhat. 

Senator Frear. Is it not true, however, that the leather in a pair 
of shoes, the cost of the leather itself is a very minor part of the retail 
price of the shoe? 

Mr. Minnocu. Yes, Senator. I would say about 45 percent. That 
isa rough estimate, but I think it will come fairly close. 

You are right, it is even less than half. 

Senator Frear. Even at 45 percent, if that is cut in half, it should 
reduce the price by 22 percent, or 20 percent, or some round figure, and 
I understand you say the maximum was 7. I assume when you go to 
OPS for relief they give you reasons for such things. If you put 
such a question to OPS, what would you expect the answer to be? 

Mr. Mrnnocn. Normally my reaction so far to OPS is, it always 
seems to me—with no discourtesy to that agency—I have almost gotten 
to the point now where I am sort of sick of looking at charts and 
eveles and graphs because you can almost make them tell any story 
if you want to juggle them right. 

It is like juggling figures; if you juggle them long enough you will 
get what you want. 

I am more concerned about getting down to people who know their 
business. I mean they know the market as it is. Never mind what it 
was in 1898 unless it has a relationship and a direct relationship and 
meaning now. Coming back to your point, I believe actually that in- 
between industries have not been regulated to the same extent that 
we have. 

I cannot accuse them of profiteering, but I think some of it has gone 
there. That ismy good blunt statement. 

Senator Scuorprrt. What will it take to get the hides moving out 
of your warehouse ¢ 

Mr. Minnocn. I gave a suggestion to the Office of International 
Trade last week. Approxim: itely up until then a check of the records 
showed about 265,000 heavy hides in applications for export. Roughly, 
5,000 to 6,000 to 7,000 light hides; the hghts are in demand in America 

All right, if the heavy hides are in demand in E surope and we have 
all kinds of them, why not let them have them? Let’s lift export con- 
trol on heavy hides. The tanner here apparently does not want the 
surplus of heavy hides. 

What do you want to do? Let the fellow keep them stored in a 
hide house and starve to death ? 
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Senator Scuorrre.. How long will they keep without deteriorating. 
generally speaking / 

Mr. Mrnnocu. Senator, that is a good point. I mean from the 
industry, too, because there is a lot of money involved, there. I would 
say probably they might be kept a space of several months if they are 
well salted, but today, with our situation as it is, and the shortage of 
manpower—and you have to keep in mind you cannot replace man- 
power ina hide house with a woman very well. 

hey just do not carry heavy hides or throw heavy salt. We have an 
unusual situation in that respect. We are losing keymen to the war 
that we cannot replace very easily. It is a serious situation, for skilled 
workers in our field are hard to replace. It is a case of learning to 
handle hides over a period of years. 

It so happens they turn into glue after a while and are a complete 
loss and then there is very small return. In the case of glue, it is 
like selling a good car for junk. That is about the comparison. 

This is the reason I bring to your attention the poor little fellow 
who does not have proper representation in consultants and in the 
industry advisory committee rooms. Worldwise, it is like feeding 
poor relations until you need a meal yourself. 

And another thing, I should bring out are the depressed markets, 
world-wide. We may even find lower hide prices than we have now, 
which are well down. India’s hide market broke recently. The 
Argentines is now within a cent or two cents of ours in the last week. 

That means now we will have a new competitor even for what we 
have got. It is a situation which I have just analyzed within the 
last 4 days. I wanted to get that world picture. It wasn’t what I 
anticipated. But to make it truthful, that is it. 

Senator ScHorrre.. That must mean that products going out from 
the hide industry must be in long supply. 

Mr. Minnocn. Yes. I would say we have a good supply as in- 
dicated by the fact that NPA, itself, recommended lifting domestic 
allocations. They have lifted it completely except for some reporting 
phases, 

Senator ScHorrre.. Now, do we have any synthetic materials that 
are cutting in? 

Mr..Minnocn. Yes, Senator. Less than half of all the shoes have 
leather soles. The majority of them have synthetics and substitutes. 

Senator Scuorrrer. Has that been because of the high hide prices 
or the leather processes, or what / 

Mr. Minnocnu. Partially; I think it started back in the last World 
War, World War II, when due to the fact that we probably could 
not have supplied all of the requirements of defense with leather, 
substitute materials crept in. 

Well, they just did not all go out and gradually, with advertising 
mediums and other things, they captured the market. I think that 
was quite largely due to the fault of our own industry. I am not 
talking about hides, now. I think in the leather industry we were 
quite negligent in not advertising our own product. It is better for 
your feet’s sake because it breathes and ventilates the feet; and per- 
spiration from rubber-soled materials causes a great deal of foot 
ailments. 
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I can quote Dr. DeWitt Fox, the editor of Life and Health here in 
Washington. He is responsible for that statement. I am not just 
saying it carelessly. 

Nevertheless, that has captivated a good deal of our market and 
now there is a synthetic upper that has already been produced and 
to what extent it will be utilized, we do not know, but it can cripple 
our market even further if it becomes quite common. 

I have tried to give you a picture as I have seen it. 

There is only one thing that I would like to go further with, and it 
is very short. 

The volume buying of leather that was anticipated after both 
ceilings did not materialize. After this last ceiling drop, the gen- 
eral talk was “now that you have the price down, the volume business 
will be here,” but where is it? 

Senator Scuorrret. When these economists came before us and 
wanted these controls of all types and kinds and we did not give it 
to them, they said everything was going to pot. It has not. 1 sym- 
pathize with you. The smart boys are missing it, too. The prac- 
tical boys in the industry did not get so panicky. 

Mr. Minnocu. That is about right; that is it, all right. 

1 think we must mean what we say. I am getting a little bit dis- 
gusted with OPS double talk. You get one statement from them 
and you go back and find the opposite next morning when you wake up. 

If they want to set a precedent for Americanism and they want 
other people to be truthful, they better start with themselves. I say 
that very carefully because I think it is a very bad incentive for 
industry, when you go to committee meetings and you come out with 
one thing and you think you have got it and the industry tries to 
present it loyally, and then you are more or less waiting on promises 
that do not materialize. 

You cannot very well have any more faith. If your word is not 
any good with your son, it won’t be any good with your banker. 

I have come to the same conclusion that it is better to drive one 
thought home than to let three of them die on base. 

I think that concludes my statement, Senator. I do not know if 
there are any other statements you would like, but I have tried to be 
very frank about it. 

Senator ScHoerre.. I appreciate your frankness and you have a 
bad situation here, as you have outlined it. I do appreciate the elabo- 
rations you have made from your statement, explaining some of your 
difficulties. 

Mr. Minnocu. Thank you. We have one thing which I have omitted 
and that is the record keeping. Right new we are wound up with 
record keeping that is meaningless because of the very low ceilings, 
and here we have to turn in records of sales that are far below ceilings, 
and they mean nothing. 

They could not be prosecuted in a thousand years because they would 
never hit the ceiling, and yet all this bookkeeping is going on, and 
here is a little fellow out in the hide house who may be a one-man 
operator, and he can hardly make a figure, let alone keep books, and 
he is doing his best to get all these records off and try to pick up hides 
in a truck and assemble them on the other hand. It is just a com- 
plicated mess. It sort of makes you think of the middleweight 
champion of the world. Thank you. 
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Senator Frear. [ would like to ask one question of Mr. Wise, of 
the National Renderers Association, a question similar to the one I 
asked of Mr. Minnoch. 

In Mr. Heinemann’s statement, in his first paragraph, he said: 

The Office of Price Stabilization has not fairly administered the Defense Pro- 
duction Act. It has failed to make proper use of the advisory committees, so 
much so that many members of the tallow and grease committee resigned in 
disgust. 


Do you substantiate that statement ? 


STATEMENT OF F. B. WISE, SECRETARY-TREASURER, NATIONAL 
RENDERERS ASSOCIATION 


Mr. Wise. I would say by way of explanation, Senator, it is true 
that seven members of that tallow and grease committee resigned fol- 
lowing their November 20 meeting last year. 

As you know, trade associations’ representatives are not permitted 
to attend these advisory committees, under the law, so I was not pres- 
ent, but I have unde rstood from the conversation of many who were 
there that their principal reason for resigning was the fact that they 
just did not feel that the Government had given them a fair oppor- 
tunity to present their side of the picture. 

In other words, the Government came in with a certain table of 
prices, and there it is. 

Senator Frear. They either took what the OPS had written or 
advised them to take, or took nothing? Was that the attitude? 

Mr. Wise. It certainly resulted that they took what the OPS had 
passed out. 

Senator Frear. Did they agree to what OPS passed out to them, 
or did they disagree with it? 

Mr. Wiser. As I stated, Senator, my conversations with most of 
those who were there indicated that they did not agree with the Gov- 
ernment. 

Senator Frear. I think I have gotten what I need. Thank you. 

The committee will stand in recess until 10:30 a. m. tomorrow 
morning. 

(Whereupon, at 4:30 p. m., the committee recessed to reconvene 
at 10:30 a. m., Wednesday, March 19, 1952.) 


96315—52—pt. 2——-17 











t 


boned 


as 
os 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


WEDNESDAY, MARCH 19, 1952 


Unirep Srares SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to recess, at 3 p. m. in room F-39 in 
the Capitol, Senator Burnet R. Maybank (chairman) presiding. 

Present: Senators Maybank, Fulbright, Robertson, Sparkman, 
Frear, Douglas, Benton, Moody, Capehart, Bricker, Ives, Schoeppel, 
and Dirksen. 

Also present: Senator Lehman. 

(The morning session will be found in pt. 3 of the hearings.) 


AFTERNOON SESSION 


The Cuarrman. The committee will come to order. 

I have this comment for the press. We asked Governor Arnall to 
leave the room for a few minutes in order that we might discuss some 
matters which were not related to our session with him. We dis- 
cussed the schedule of executive sessions for writing up this bill. 
We decided, unanimously, to start next Wednesday morning at 10: 30. 

It is my information that the bill probably will be taken up the 
following week in the Senate. 

Senator Carenart. If we get it reported. 

The Cuarrman. This schedule will, of course, change the time of 
the hearing with Mr. Woods. He will be heard on Tuesday. Now, 
Governor, would you care to proceed ¢ 


STATEMENT OF ELLIS G. ARNALL, DIRECTOR, OFFICE OF PRICE 
STABILIZATION, ACCOMPANIED BY GARDNER ACKLEY, ECONOMIC 
ADVISER; JOSEPH FREEHILL, CHIEF COUNSEL; HERBERT N. 
MALETZ, DEPUTY CHIEF COUNSEL, AND WILLIAM C. BURT, ASSO- 
CIATE CHIEF COUNSEL; EDWARD F. PHELPS, DIRECTOR OF PRICE 
OPERATIONS; AND ARVAL L. ERIKSON, ASSISTANT DIRECTOR OF 
FOOD AND RESTAURANT DIVISION 


Mr. Arnau. Mr. Chairman and Senators, I am here at the request 
of the committee and I have quite a statement to make. 

There were 19 questions propounded to the Office of Price Stabiliza- 
tion. ‘These 19 questions were interrogations directed to actions here- 
tofore taken by the Office of Price Stabilization. Some of them are 
highly technical in their nature. 
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I am, as you know, very new in this spot as Director of the Office, 
and accordingly I have asked some of the people on my staff to come 
here with me. These people are well versed in these particular mat- 
ters, and who know about the actions that were taken. They can an- 
swer, I believe, to your satisfaction, the questions you have. 

Shall we take the questions up in order? 

Senator SparKMAN. I will appreciate it if you will do that. We 
appreciate you were not here for the complete time. The committee 
fully understands others would have more information on it. I 
would take them up in order. 

Senator Capenarr. Mr. Chairman, I think it is my position that 
we do this and I would like, if it is agreeable to the committee, to 
have permission to ask questions. 

The Cuatrman. Certainly. 

Senator Carrnarr. The first question I want to ask is, why did 
OPS exclude retail coal dealers from the benefits of the Herlong 
amendment ¢ 

The CHamman. What was the date of this? The date when you 
did this. 

Mr. Maerz. This was the construction we adopted of the Herlong 
amendment. 

Senator CarrHartr. When ? 

Mr. Mauerz. When the Herlong amendment was passed we studied 
the history exhaustively. It was our view, based on an analysis of 
the amendment and its legislative history, that it was the congressional 
intent, in passing the Herlong amendment, to preserve the traditional 
relationships and historical pricing practices. 

The Cuamman. I understand that, but what date was it? That 
is the only question I asked. Was it March, April, September, or 
November ? 

Mr. Maerz. I would say it was in the middle part of August. 

The CHatrMan, 1951? 

Mr. Maerz. Yes, sir. 

Senator Doveias. May I make this comment: I have great confi- 
dence in the staff of OPS, but I think there is a very bad administrative 
practice which has developed under which the attorneys for the admin- 
istrative agency decide what the legislative intent was rather than 
referring the matter to the Attorney General for an opiruon, and the 
result is that we are building up a body of administrative law in the 
country representing the views of the agency of what the legislation 
was. 

I want to say that OPS is no more guilty in this respect than other 
governmental agencies, but I think the practice on the whole is a bad 
one, and it would be much better to turn to the chief legal officer 
of the Government, the Attorney General, for opinions. 

Mr. Maerz. May I say that we on the legal staff advised Mr. 
DiSalle of what our views were in connection with this Herlong in- 
terpretation. Mr. DiSalle then testified before the House Banking 
and Currency Committee on October 9, 1951, in connection with pos- 
sible repeal of the Herlong amendment and informed that commit- 
tee that it was the OPS interpretation of the Herlong amendment 
that it was applicable only to those wholesalers and retailers who 
priced on the basis of a customary percentage mark-up or discount 
basis. 
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If you would like, I would be very happy to read the port ion of Mr. 
DiSalle’s statement before the House Banking and Currency Com- 
mittee dealing with this problem. 

Senator Benton. I just wanted to add a sentence to that. We had 
a discussion yesterday, Senator Bricker and I, upon the interpreta- 
tion of the section of ‘the act dealing with the voluntary controls. 

The Cuamman. That is on the list. 

Senator Caprnarr. That is one of the questions. 

The Crairman. We have 19 questions here that we would like to 
get working on. 

Senator Benton. I apologize, Mr. Chairman. 

Mr. Maerz. At page 2196 of the hearings of the House Banking 
and Currency Committee on S. 2170, Mr. DiSalle testified as follows : 

In fact there are a good many distributive trades which would not think of 
using a fixed percentage margin as the basis of their normal operations because 
the prices of the commodities they deal with fluctuate much more sharply than 
their operating costs. This is especially true in the distribution of many in- 
dustrial materials, and distributors of industrial materials are covered by sec- 
tion 402 (k) together with those distributing consumer goods 

Let me give an example. Industrial molasses has risen to four times its pre- 
Korean price. Maintaining the percentage margin for distributors of this product 
which existed during the month before Korea, therefore, would give distributors 
four times as many dollars and cents—clearly a fantastic increase in profit. 

These distributors have faced very sharp price fluctuations before and cus- 
tomarily use a dollars-and-cents margin rather than a percentage margin in set- 
ting their sales prices. The same is true in regard to a good many other indus 
trial materials subject to sharp price fluctuations. 

Since these distributors do not customarily use a percentage mark-up, section 
402 (k) has no application and OPS regulations may properly continue the 
dollars-and-cents mark-up used by these distributors. 

Even in such cases, the windfall of section 402 (k) might tempt the distribu- 
tors to contend that they customarily used percentage mark-ups and lead to 
needless controversy. 

If I may add, sir, the report of the Senate Banking and Currency 
Committee, which rejected the Herlong amendment as originally in- 
troduced, said specifically that testimony had indicated need for “main- 
tenance of the May-June 1950 margins of profit to retailers operat- 
ing ona percentage discount or mark- up basis.’ 

Senator CA APEHART. Now, let me ask you this question: It says 
“mark-up,” does it not ? 

Mr. Maerz. Yes, sir. 

Senator Capenart. Well, that should end it. 

Mr. Marz. It says “percentage discount or mark-up.” 

Senator Carenart. There are only two ways to price merchandise. 
One is a discount and the other is the mark-up. To me it is very, very 
plain. 

Mr. Matrrz. Senator, let us take a specific example. Suppose you 
have a distributor who always ered on the basis of a fixed $1 
mark-up, whether his costs were $5, $7, $8, or $10. 

Senator Caprenart. In that case, if that is his historical way of do- 
ing business, that is the way he should continue to do it. 

Mr. Maerz. That is ex xactly our interpretation. 

Senator Capenartr. That is exactly the way you should continue 
doing it. 

Mr. Marerz. That is exactly what our view of the Herlong amend- 
ment 1s. 
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Senator Carenart. That is not true of the retail coal dealers. 

Let us go back to what you said a minute ago. Give us a concrete 
example of what you are talking about. 

Mr. Maxxerz. Well, industrial molasses—— 

Senator Carenart. Let’s get back to coal. Let us get back to why 
you eliminated coal dealers. What was their historical method of 
doing business? 

Mr. Maerz. According to the information which we have received, 
coal dealers had customarily priced on the basis of a dollars-and- 


cents mark-up. When costs went up, their selling price did not rise 
commensurately. 


Am I correct in that, Gardner? 

Mr. Ackiey. The information we had indicated that coal dealers 
had not used fixed percentage mark-ups and such statistics as we 
had seemed to bear that out. 

For example, between 1948 and 1949, the wholesale price of coal 
increased by 55 cents a ton; the retail price by 48 cents a ton, which 
does not indicate a traditional precentage mark-up. 

I should be added, I think, Senator, that a survey of coal dealers’ 
margins, costs, and operating results is now under way in cooperation 
with the Bureau of the Census, which will show clearly what the facts 
are with respect to mark-up practices for the period 1946 through 
1950. 

Senator Carpeuarr. Then your position is that you did endeavor to 


follow the historical pricing system of the retail and wholesale coal 
dealers ? 


Mr. Acker. That is correct. 

Senator Carenart. They maintain that you did not so I do not 
think we need spend any more time on that. 

I would suggest that you place into the record your rules and 
regulations on that. We ought to study them to see whether or 
not you did or did not. (See p. 1268.) 

Mr. Matetz. May I add, Senator, that every time, to my knowledge, 
that there has been a transportation or material cost increase in the 
retail coal industry we have translated that cost increase into a price 
increase. The retail coal industry is a distressed industry at the 
present, largely because of the competition of fuel oil. We recognize 
that because of these factors the profit position may have been im- 
paired and at the present time we are in the process of making an 
industry survey to ascertain what the earning position of the in- 
dustry is. 

Mr. Arnati. Senator, may I end this up by saying this: You say 
that the coal dealers state we have not applied the proper criteria. 
My staff says they think we have and we are now conducting a study 
to see what the true facts are. 

Senator Carrnart. And you are going to give to us your rules and 
regulations and we are going to study them also to see whether or 
not you have. 

Mr. Arnaty. And if anything has been done which is improper, 
we propose to remedy that, sir. 

Senator Carrnart. We propose to write into the law, if you do 
not remedy it, something to see that it is remedied. 

Mr. Arnau. I assure you we will remedy any error we come across. 





} 
j 
j 

g 


fe nile 


eee 


1 RC EE IA ARO RTI 


sais Rha AOR IANS MEL ARIELLE OLLI ARLE RIENCE OAS 


Seared et cans astiset 


bedi se So tele tS tN teed Set bo 





te 


OMAN Anh ab er AU. 8 


Fi nb a ev aC 


Sa ie 


Sec DiS tie es 83S 


> , 
Dy 


iia ad Sa eRe. 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1233 


Senator Carenarr. The purpose of this meeting is not to discuss 
the ~aautgag or demerits, but the question of whether you are following 
the law. 

Now, why did OPS exclude food retailers from the benefits of the 
Herlong amendment ? 

Mr. Maerz. Shall I-discuss the legal aspects and leave the economic 
aspects to Mr. 

Senator Carenart. We are not interested in discussion. 

The Cuarrman. We are not interested in economics now, but only 
in whether you carried out the law. 

Senator CapeHart. We want to know why you excluded them from 
the Herlong amendment. In other words, they are retailers and 
wholesalers. 

Mr. Burr. The answer is that we did not exclude them from the 
Herlong amendment. The Herlong amendment, by its terms, applied 
only to regulations issued after July 31, 1951. In every regulation 
issued after that date, we have applied the Herlong amendment. We 
have done it for a substantial range of commodities carried by retail 
stores. We have done it for a substantial range of commodities carried 
by wholesalers, as well as virtually all meats. We have followed the 
law to the letter and we have given retail stores the benefits of the 
Herlong amendment in a number of regulations. 

Senator CareHart. Do you mean you have given it to them in a 
regulation issued after July 31? 

Mr. Burr. That is right. 

Senator Carenart. Then your position is that we made a mistake in 
the law; that if we intended it to apply.to all food retailers we should 
have written the law differently. 

Mr. Burt. Yes, the original draft of the Herlong amendment ap- 
plied both to regulations issued prior to the date of the amendment 
and regulations issued subsequently. 

The Congress decided, we felt, that to upset all the regulations that 
the OPS had issued prior to that time would be too disruptive and put 
language in that made it clear that it applied only to new regulations. 

Senator CarrHart. How many regulations have you issued since 
July 30? 

Mr. Burt. We will supply you a list of regulations issued since 
July 31, 1951, when the Herlong amendment became effective. (See 
pp. 1285 and 1288.) 

Senator Bricker. What about the amendments to those regulations 
issued prior to July 31? 

Mr. Burr. We have been studying regulations issued prior to July 
31 to see if they need revision. 

The CHamrman. We want to know the law. 

Mr. Burt. As the law requires, where we have amended regulations 
after July 31, we have applied the Herlong amendment. 

Senator Carenart. It is my understanding that it was the intention 
of the committee, and the Herlong committee, that every retailer of 
foodstuffs in America should come under the Herlong amendment and 
no regulation or no pricing method should be used that would deny 
him his historical mark-up. 

Mr. Matetz. May I quote from page 25 of the conference report, 
House Report No. 770, which is the conference report accompanying 
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1717. This is the part dealing with the Herlong amendment and it 
Says: 

The conference substitute follows the language of the House amendment 
with the following modifications : 

“The House amendment was revised so as to be inapplicable to regulations 
issued prior to the date of enactment of this amendment.” 

Senator Doveas. The text reads: 

No rule, regulation, or amendment thereto shall hereafter * * *” 


It did not refer to rules issued prior to the effective date. I am not 
a lawyer, of course. 

The Cuarrman. We thought that we could not go into the details of 
what might have been done. 

Senator Carruart. I do not think the Congress or this committee 
ever intended to do that unfairly. They would take one set of regu- 
lations and tell you to apply one formula, and another set of regula- 
tions issued prior to that time and apply another formula, thereby 
writing class legislation, treating one retailer differently than another, 
or the same retailer differently under one circumstance as against 
the other. 

The intention, I am certain—I know it was in my mind—was that 
it was to apply to all food retailers; that they were to receive their 
historical mark-up on their sales. 

Senator Doveras. I am ordinarily regarded as somewhat. critical 
of administrative agencies, but it would seem to me that in this case, 
where the text of the legislation specifically says it is to apply only to 

regulations “hereafter issued,” therefore clearly by inference it does 
not apply to regulations previously issued. 

When the amendment was drafted, in the House committee report, 
it says it was drafted so as to be inapplicable to regulations issued 
prior to the enactment of the amendment. Therefore, it is really the 
fault of the Congress. 

Senator Carenarr. Would you have objection to eliminating the 
word “hereafter”? 

The CuarrmMan. This committee had no hearings on the amendment. 
The Herlong amendment was submitted in conference, in the confer- 
ence report “by the House, late in the evening, and we could never 
finally get through with it, and the conference committee amended 
it that way without hearings in this committee, so there should be 
no thought that this committee intended it that way because this com- 
never heard of the Herlong amendment. This committee only put 
in that provision, not to make it so-called retroactive because we did 
not know whom or what it would affect. 

Senator Capenart. I understand you are opposed to the Herlong 
amendment, but, on the basis that the Herlong amendment is here 
to stay, will you not agree with me then that the clear thing to do 
is to make it apply to all categories? I want an answer to that ques- 
tion from Mr. Arnall. 

Mr. Arnau. My answer is “No.” I think there ought to be a cut- 
off date somewhere and since this is in the law I would like to see it 
remain exactly as it is. 

Senator Carenart. In other words, you want to treat part of them 
one way and the other another? 
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Mr. Arnaut. The Congress did this and unless you repeal it, which 
I have requested, I am asking you to leave that specific provision the 
way it is. 

Serator CarenArt. You do not want to treat all of them alike? 

Mr. Acker. It seems there is a question of fact here involved that 

vannot be neglected. There are no facts which indicate that retailers 
of food products are not receiving their historical mark-ups. Retail- 
ers and wholesalers of food products are under percentage mark-up 

regulations prescribing what were in fact the percentage mark-ups in 
a “period several years ago of wholesalers and retailers of food 
products. 

To determine these mark-ups is a tremendous task. OPA attempted 
to survey historical mark-ups in the food trade. It was a job that 
took 2 years and cost hundreds of thousands of dollars. It was done 
with the assistance of the BLS and on the basis of that survey a regula- 
tion emerged which was praised by the trade as being one of the best 
regulations that OPA had. 

We are presently conducting a similar survey. I believe interview- 
ers are in the field right today trying to establish what, in fact, were 
the pre-Korean margins of food w holesalers and retailers. 

Senator Carenart. If you will yield just a moment, I am certain it 
was the intent of the Congress, and the authors of the Herlong amend- 
ment, that it was to be the historical mark-up of the individual retailer. 

I think all you would have to do would be to have him give you an 
affidavit stating what his mark-up was and that should end it. Unless 
you take the position that everybody in America is a crook. 

Mr. ARNALL. Senator, of course they are not, but if we are going to 
try to stabilize prices, we do not want to just throw the door wide 
cpen for everybody to come in. 

Senator CapeHart. You are not doing that. 

Mr. Arnau. In the amendment that gave manufacturers the right 
to pass on cost, and so forth, there had to be a cut-off date; there had 
to . a time date. Maybe you could say that that, too, did not take 
into consideration all possible factors. 

Senator Capenarr. As far as retailers and wholesalers are con- 
cerned, it is their historical mark-up, their historical method of doing 
business. 

Mr. Puetps. I want to be sure I understand what you are saying. 
Do you mean it should be possible for each individu: ul seller to say to 
us what his total gross margin on his entire business was in the 
pre-Korean period ¢ 

Senator CareHartr. I am saying I think it was the intention under 
the Herlong amendment that every retailer and wholesaler in America 
was entitled to his historical mark-up. 

Mr. Pueps. On his total business ? 

Senator Caprenarr. On his total business and individual items 
within his business. 

Mr. Puers. Then if I may—and I do not want to appear to be 
argumentative, but-if I may say so—the problem is a simple, practical 
one. Ifa retailer says to us that his pre-Korean mark-up was 18 per- 
cent, he is then required under the law, under whatever regulation we 
issue, if we adopt that approach, to price his goods so as to come out at 
18 percent. 
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I think that I can say without fear of denial that there is not a seller 
of goods in the United States or in the world who can so price his goods 
as to do that. 

Now, as to the matter of individual mark-ups on individual items, 
the records are simply not available. I suppose 85 percent of the total 
sellers of food in the country have no knowledge today of what their 
precise mark-ups on each item and commodity may have been in the 
pre-Korean period. 

Senator Carenart. If he does not know, then you will certainly not 
know. 

Mr. Puetps. We have to go and find out and that is our problem. 

Senator Carenarr. It is my point that this is a free country and we 
ought to trust people and we ought to have a form, an affidavit they 
sign. If they lie in it, they ought to go to jail. 

As to what their mark-up was, total on their business, or on their 
individual items, that should be shown. If they violate it, they should 
be prosecuted. 

Soanter Doveras. Before you turn to something else, may I read 
from the House report qn this very point? In the sentence following 
the sentence which has been read, at page 25 of the House report on the 
conference committee bill, it reads as follows, and I ask my colleagues 
to check it: 

It was also changed to permit the President to comply with its provisions by 
maintaining customary percentage margins with grcups of sellers or groups of 
commodities, rather than for each seller of each material. 

In view of the statement, it seems to me clear what the intent of 
Congress was and that OPS was moving perfectly within the intent 
of Congress. This comes from one who 1s very critical of Govern- 
ment lawyers. 

Senator Bricker. May I ask how much the industry, wholesale and 
retail, was affected or controlled by regulations issued prior to July 
31, 1951? 

Mr. Puetrs. A very substantial portion of the retail and whole- 
sale food business and a very substantial portion of those sellers fall- 
ing into the department store category, notion stores, and so forth. 

Senator Bricker. They have not been affected at all by the Herlong 
amendment ? 

Mr. Puetrs. Only by amendments issued since the effective date 
of the Herlong amendment. 

Senator Caprnart. Did not OPS violate this same provision by 
requiring meat retailers to cut meat in a prescribed manner? 

Mr. Errxson. It is obvious that you cannot price meat unless you 
write some standards describing the particular item you are pricing. 

For example, if you are going to price a steak, you have to tell what 
you mean by the particular steak you name, and how much fat or how 
much bone may be left attached. 

I want to say this, and make it clear, though, that OPS has only 
set the maximum amount of fat or maximum amount of bone which 
may be left on any particular cut. I think it has been intimated 
before this committee that OPS requires the retailer to leave a certain 
amount of fat or bone on a particular cut. That is not the case. 

He can trim that as closely as he wants to. 
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Now, the standards which we have worked up for these cuts are 
ones which were used in OPA, modified to some extent to take ac- 
count of conditions which have prevailed since OPA. 

Furthermore, the close trim which some retailers have put into 
effect since OPA, has not been adopted universally by the industry. 
It is our feeling that the standards which we now have are ones that 
can be policed without being burdensome to the retailers and are the 
type of cuts which the small retailer for the most part follows. 

We feel it is not working any hardship on the industry and that 
there is no alternative to putting a price on a particular meat item 
unless you describe it. 

Senator Carenart. The point is, is it not a violation of the law for 
you to do that? I mean when the law specifically says that you can- 
not change any of the practices of the industry ? 

Mr. Errxson. I think the law says that we shall not change the 
customary practices of the industry, except as required for effective 
pricing of the commodity. 

Senator Carenarr. Let me read the law. [ Reading :] 

The powers granted in this title shall not be used or made to operate to com- 
pel changes in the business practices, cost practices or methods, or means or 
aids to distribution established in any industry, a where such action is 
affirmatively found by the President to be necessary to prevent circumvention 
or evasion of any regulation, order, or requirement under this title. 

Mr. Errxson. It is that second part under which it would fall, 
Senator. 

Senator Carenart. In other words, you say that you had to tell 
them how to cut meat, or that the President found that “where such 
action is affirmatively found, it would be necessary to prevent cir- 
cumvention or evasion of any regulation, order, or requirement under 
this title”? 

Mr. Errkson, That is correct. 

Senator Carenart. Would you put into the record, then, the Presi- 
dent’s affirmative finding to that effect ? 

Mr, Erikson. Yes, sir. 

Senator Carenart. In other words, the President found by affirm- 
ative facts that he had to do this in order to keep the retail meat deal- 
ers from circumventing or evading regulations ? 

Mr. Errxson. In order to establish ceiling prices, that was necessary. 

The Cuarrman. Without objection, the President’s finding will be 
inserted in the record. (See p. 1292. 

Senator Doue.as. I call attention to subsection (b) on page 15 of the 
reprint of the Defense Production Act, dealing with this point, where 
the saving clause is put in— 
except where such action is affirmatively found by the President to be necessary 
to prevent circumvention or evasion of any regulation, order, or requirement 
under this title— 
which again seems to me to bear out the contention of OPS 

Now, if I have any criticism, and I have, of the cuts prescribed by 
OPS, it was that they upgraded on the whole, the classification of 
meat, because when I looked over that steer, I found it difficult to 
find any rib roast out of it, and T found a lot of stuff which was clas- 
sified as steak which in my book was not steak at all, so if there was 
error—and I think there may well have been error—it was on the side 
of the industry in excessive leniency. 
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I did not know there was so much steak in a steer before. 
The CHarmMan. Senator Bricker? 
Senator Bricker. Let me ask you if you heard the testimony of the 


butchers who came before us and put on that exhibit about-the re- 
quirements of this regulation ? 


Mr. Erikson. No, I did not. 

Senator Bricker. They testified there are certain sections of the 
country where they cut a beef in one way and certain sections where 
they cut it in another way and your regulations had completely upset 
this practice. 

Mr. Errxson. I do not recall when that demonstration was made, 
Senator. 

In September, however, we did add several new cuts to our regula- 
tions to take care of regional differences. At the present time, there 
are various methods whereby the carcass can be cut up and sold in the 
retail store. We provide that merchandising freedom in order to take 

care of such situations as arose when the regulation was first issued 
last April. 

These changes took place in September and I think following that 
particular demonstration, that was presented up here. 

Senator Bricker. When you go to the stores in my section of the 
country, into butcher shops, you will find entirely different cuts, with a 
different name. 

Mr. Erickson. That is correct; there are certain differences in the 
cuts, and there are particularly differences in the names. 

The Cuatrman. If you go ‘back on the farm and get away from 
some of these stores, you re: ally get something to eat, too. 

Senator Carrnarr. My next question is, Did not the OPS violate 
the admonition in the act against interfering with business practices 
by requiring retail dealers to charge no mark- up on the 15-percent 
wholesale increase granted in carpet prices ? 

That happened before the Herlong amendment was adopted so you 
cannot blame this one on the Herlong amendment. Did you not. vio- 
late the intent of the act when you did that? 

Mr. Puerrs. We did not, Senator. I will address myself to that 
very briefly and someone else may want to comment. 

The problem simply is how you prevent cost increases at the pro- 
ducer and manufacturer level from being pyramided on out to retail. 
We took the position in this retail carpet case, as we would in many 
other cases, that normally in the absence of any kind of price control 
or interference by the Government, many distributors in many such 
situations would not pass through the complete amount of cost. in- 
crease which they might be required to pay their suppliers. 

The higher the cost, as a matter of fact, in anything approaching 
normal conditions, the more likelihood there is that distributors will 
absorb some part of that cost increase by reducing their percentage 
mark-ups. 

A good example is the coffee situation, right_now. Coffee has 
doubled in price, almost, in the last 2 or 3 years. Distributors are not 
taking anything like their normal percentage mark-ups on coffee be- 
cause they have run into consumer resistance. 

The Cuarrman. Some of these stores are going to run into a lot more 
consumer resistance with the present. price of food. 
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Mr. Puetrs. They lowered their normal percentage mark-up. 
They are getting probably as many dollars margin but they have 
lowered their atte 

Senator Caprnart. The point is that before the Herlong amend. 
ment was adopted, the OPS permitted the manufacturers of carpets 
to increase their price 15 percent, but you denied the retailers the right 
to take their historical mark-up on the increase. 

Mr. Puevrps. On the increase, that is correct. 

Senator Carenarr. Was that not a violation of the law? 

Mr. Puetrs. We do not think so, Senator. (See p. 1271.) 

Senator Bricker. Did you give them any benefit for the increased 
amount of money that was necessary as capital in their business 4 

Mr. Puecrs. In that situation, we did not. 

Senator Carrnarr. You simply said to them, “You pay 15 percent 
more to the manufacturers, but you cannot pass any of it on”? 

Senator Doveras. May I ask this question of fact, Mr. Chairman? 

Had the regulations concerning the retail mark-up been issued 
prior to the passage of the act? 

Senator Carruarr. This is before the Herlong amendment. 

Senator Dovaias. Then I want to call attention to this provision 
which I have read, that the Herlong amendment applied to rules, reg- 
ulations, or orders issued after the passage of the act. 

Senator Carrimarr. This happened, Senator, before the Herlong 
amendment was adopted. 

The Cruatreman. He is talking about something else. 

Mr. Puetrs. May I say first of all, we have two kinds of problems 
here. Qne is a pricing practice and one is a business practice. We 
have treated at some length the question of whether or not we have 
changed partes pr actices. 

In this case, I think the question is addressed to a pricing practice. 
If you would like, I will read these four paragraphs. 

The 15-percent increase in wool floor coverings was granted in 
March 1951. It was specifically designated in the statement of con- 
siderations as an interim regulation designed to deal on an interim 
basis with the problem which arose then. 

The statement also said that the problems of the industry, includ- 
ing distributors, would be given further study. 

After such study, the provisions were modified in July to give dis- 
tributors relief and in December, the 15-percent increase for manu- 
facturers was canceled altogether, because it had become unnecessary 
by virtue of the decline in wool prices. 

Senator Bricker. What was the relief you gave to the distributors? 

Mr. Puerrs. We simply canceled out the increase. There was no 
longer any peor: 

Senator Bricker. T mean the statement before that? 

Mr. Puetrs. The provisions were modified in July to give distrib- 
utors relief. 

Senator Brickrr. Yes. 

Mr. Puewrs. Who is the author of this statement? 

Mr. Acker. That refers to the action taken with respect to blended 
and lower priced carpets where under certain circumstances the re- 
tailer was permitted a percentage mark-up on the lower priced carpets. 

Senator Capenart. You have not convinced me that you even have 
a peg to hang your hat on. 
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Senator Dovexas. In the case of carpets, it is “a place to put your 
foot on.” 

Mr. Puxrrs. We had two alternatives. Each time an increase be- 
came necessary, OPS had to decide that either that increase should be 
passed along all the way out to the consumer, and pyramided by 
each succeeding processor or distributor, or it had to decide that it was 
proper, fair, reasonable, and consistent that some part of the in- 
crease should be absorbed in some measure by some of the people 
involved in the price changes. 

Senator Carruarr. I am not now arguing the economics of it. 

Mr. Puexrs. I do not think there was any legal problem. 

Senator CapeHart. Compel changes in the business practice. 

Mr. Puetres. I think it could be argued that there is no change in 
normal practice here because I would take the position that in normal 
times, absent any price control, this result might have been accom- 
plished by the distributors of their own volition, in part or in whole. 

Senator Capenart. Of course, a distributor has a perfect right to 
buy from a manufacturer at any price he wants to, and sell at any 
price he wants to. 

Mr. Puewps. That is correct. 

Senator Carenart. He has that right, but you denied him the 
right to get his historical mark-up on the additional 15 percent— 
you denied him the right to do it. He may not have used it even 
though you did not deny him the right. 

I think there is a complete violation of the act and the intent of 
Congress. 

Mr. Maerz. That provision, section 402 (g) is identical with one 
which appeared in the Emergency Price Control Act of 1942. The 
courts have held, in construing this earlier provision, that it is related 
to business practices, but not pricing practices and that absorption of 
the kind here required is not prohibited. If the Senator so desires, 
we will be glad to provide that information. 

The CHarrMan. Without objection, that will be inserted in the 
record. (See p. 1301.) 

Senator Bricker. This requires the distributor to absorb the whele 
cost. 

Mr. Peps. We permitted him to pass on the amount of the in- 
crease, but we did not permit him to take a mark-up on that increase. 
I would want to say that we would feel this outa be a permissive 
construction of the law, but we have never carried that to an extreme. 
There must be caution exerted to see that such a philosophy or con- 
cept is not carried to an extreme. We would be the first to admit it. 

Senator Bricker. But they were given no consideration for the 
market depression which would come as a result of increased costs 
first and they were given no consideration for the additional inventory 
they would have to carry in dollar value. That is about the only point 
upon which they were penalized. 

Senator Carenart. By what right does OPS purport to control 
fees charged by public and private port terminals; especially when 
OPS complains it does not have enough employees to process appli- 
cations under the Capehart amendment ? 

Mr. Maerz. May I answer that question, Senator? 

Senator Carenart. I do not care who answers it. 
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Mr. Maerz. Governor Arnall has already sent to Senator Maybank 
a rather lengthy letter explaining our position. (See p. 533, pt. 1.) 

The Cuairman. That is correct, but it is not explanatory to me 
because I do not think it has anything to do with the municipality or 
State. I mean as far as I am concerned. 

Mr. Maerz. The law now exempts public utilities from price con- 
trol, irrespective of whether rates of those utilities are regulated or 
not, 

The Cuatrman. Ifa public utility in a community wants to regulate 
the rates and has a city council and legislature to regulate them and 
if they are negligent or the public does not want them regulated, I 
do not think the Federal Government ought to tell them what to do. 

Mr. Arnau. That is exactly our position. 

Senator Carenarr. You are changing your position on that now. 

Mr. Arnatu. No. On the phase that Senator Maybank mentions, 
that has always been our position. 

The Cuarmman. I know you fought for lower freight rates in the 
State of Georgia, but if somebody in Washington or Oregon does 
not care enough to regulate themselves I do not think a Washington 
bureau should regulate it. 

Mr. Maverz. That is exactly the position of OPS. 

Now what is a public utility’? ‘That is not the easiest thing in the 
world to determine. 

The Supreme Court has laid down some criteria as to what con- 
stitutes a public utility within the meaning of this provision. That 
is the Davies Warehouse case. 

The Crramman. It was quoted extensively in the letter to me and 
I am familiar with it. 

Mr. Mavrrz. If a business is a conventional public utility, for 
example a water company, a gas company, an electric company or a 
power company—that business is automatically exempted from price 
control by the Defense Production Act, as it was by the Emergency 
Price Control Act of 1942. 

There are certain enterprises which fall into sort of a twilight zone. 
The question is, What criteria shall be used in determining whether 
those enterprises are public utilities. 

The Cuamman. What criteria did Congress establish ? 

Mr. Maerz. It is the public utility, Senator, and I am saying that 
the Supreme Court interpreted what the term “public utility” meant. 
It said, No. 1, if it is a conventional public utility it is exempted. 
Then for other enterprises to determine whether or not it is a public 
utility, we will adopt these criteria, (1) we will look to see if it is 
appropriately classified as a public utility, and (2) we will look to see 
whether its rates are regulated. 

In California there are marine terminal facilities which are classified 
as public utilities and their rates are controlled by a local public 
body. 

The Carman. And also in the State of Washington, I understand. 

Mr. Maerz. The State of Washington is in a different category, 
but in California those rates are controlled and they, in our view, 
are exempt from price control. 

Now in the State of Washington, the ports of Seattle and Tacoma 
have marine terminal facilities which are highly competitive with 
private marine terminal facilities. 
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We had a hearing out there for the one purpose of determining 
whether their operations constituted a public utility. 

Senator Carenart. Do you mean you had time to do all that? 

Mr. Maerz. I happened to be out there in connection with some 
other business. I was a subcommittee of one. 

It was our view that the rates of those facilities are not classified as 
public utilities nor are their rates controlled by any regulatory body. 

Now the contention has been made before this committee that the 
Federal Maritime Board exercises regulatory jurisdiction over the 
rates of those marine terminal facilities. 

Senator Bricker. Are they publicly owned? 

Mr. Maerz. Yes, they are, sir. 

Senator Bricker. That is the same situation we had at home when 
you tried to regulate whether or not we could increase the parking 
meter charge from 5 cents to 10 cents an hour. 

Mr. Maerz. Senator, we have issued a regulation specifically 
exempting services supplied directly by public bodies, except where 
those services are in competition with private facilities. 

Now in the State of Washington, the exemption did not apply to 
the port terminal facilities for the simple reason that those facilities 
are competitive—highly competitive with private marine terminal 
facilities. If we exempted the port facilities, we, in order not to dis- 
criminate, might have to exempt the privately operated facilities. 

The CHarrman. What would be wrong with that? 

Senator Frear. Yes; what would be wrong with that? 

The Cuatrman. I am familiar with the State of Washington and 
the progress they have made. I would only hope we could make the 
progress in the port of Charleston that they have made in Seattle. 

Mr. Maerz. There are those facilities and others. 

Senator Frear. Do I understand these facilities were owned by the 
State of Washington ? 

Mr. Materz. That is correct. 

Senator Frear. And if you controlled the private facilities, you 
had to control the public facilities? 

Mr. Maerz. We treated them alike. 

Senator Frear. Why were you in on either one of them? 

Mr. Materz. In our opinion, in view of the intent of Congress and 
the decision of the Supreme Court, they are not public utilities. 

Senator Frear. Do you not think that was a State issue? Why do 
you not tell those private people out there to go to their own State leg- 
islature and not come to Washington? 

Mr. Materz. If the Martime Board controlled the rates of those 
facilities or if the State controlled the rates of those facilities it 
would not be our policy to subject them to price control. 

Senator Caprnart. I think it was the intention of the committee 
and the intention of Congress in this act that wherever a municipality 
or a State or any governmental regulatory body, or where it was owned 
by the State, and subject to their jurisdiction, subject to them setting 
the rates, you were to have absolutely nothing to do with that. That 
was our intention. 

Senator Frear. Whether the State had any jurisdiction over them, 
or whether the Federal Government had any jurisdiction over them, 
what business was it of OPS to go out there? 
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The Cuaikman, I cannot answer that. We have the same thing 
in my town of Charleston. They have the same thing in Wilmington, 
Del., and every seaport city, where there is public domain and private 
domain. Ifthe private domain charges more than the public domain, 
the public domain gets the business. 

Senator Carrnarr. If the Congress does not want you to control 
these things, you are perfectly willing to forget them, are you not? 

Mr. Arnati. We are not going to do it, of course not. ' 

Now I understand the Office of Price Stabilization, when Mr. Di- 
Salle was Director of this staff, took the position that you designated 
this agency to control prices, 

Now, then, I have no love, let me hasten to say—nor does my staff— 
to go out looking for trouble. If you say you do not want us to control 
rates charged by public port termimals, whatever you say we are going 
to do. 

Senator Bricker. I do not think you can constitutionally control 
the prices of public authorities. 

The Cuarrman. I am not here to say what you did or did not do, 
but the Senators from Washington and the Western States have been 
here and I think they are right. A publicly owned body is controlled 
one way or the other, by the State legislature, or the Maritime Com- 
mission, or the Interstate Commerce Commission, or the city council. 
The private people have to fall in line with what the public people 
do. Otherwise they will get no business. 

Senator Bricker. In fact, I think if the Congress had said ex- 
pressly that you have the authority to control prices charged by a 
municipality or by a State or by a port authority under the authority 
of the State, I do not believe you have the power to do it. 

Mr. Arnau. I do not think you would have the right to do it. 

The Cuatrman. I am glad to hear you are not going to do it and 
I know Senator Magnuson and Senator Knowland and Senator Morse 
will be glad to hear it. 

Mr. Arnau. There has never been any attempt on the part of our 
agency to control public utilities. 

As I understand it in the past we have undertaken to control some 
rates for services charged by public bodies where the enterprise is not 
a public utility. 

Senator Bricker. Are these not public utilities ? 

Mr. Maerz. No; that is exactly the issue. 

Senator Bricker. What is the difference? 

Mr. Maerz. There is a great deal of difference. 

Suppose you have a water company or a gas company or a power 
company or an electric company. That is obviously a public utility. 
Whether or not that enterprise is owned publicly or privately, it is 
exempted from price control. 

Now in the State of Washington, in our view, these facilities are 
not public utilities. The stand on exactly the same footing 

Senator Bricker. They are publicly owner, are they not? 

Mr. Marerz. That does not mean they are a public utility. 

Senator Bricker. I did not say that it does but if it is publicly 
owned, if it is public property owned by a local or State government, 
even if the Congress would say to you that you have the power to fix 
the charges that they make, if the Supreme Court is true to tradition 
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and follows the principles of the cases it has decided, I do not think 
the Congress can give you that power. 

The Cuarrman. That is correct. The same thing happened with 
the telephone company. 

Mr. Maerz. No, sir. 

The Cuatrman. Oh, yes. 

Mr. Mauerz. I beg your pardon. 

The Cuatrman. The OPS went to the American Telephone & Tele- 
graph Co.—controlled by the States. Their man came here to see me 
four or five times about the information you wanted. I do not see 
what you have to do with controlling telephone company operations. 

Mr. Marerz. We do not have any jurisdiction whatsoever. 

The Cuatmman. I know, but you asked them questions and their 
man came down here two or three times. 

Mr. Maerz. The Congress does give us authority to intervene in 
rate cases. 

May I answer your point, Senator Bricker? 

Senator Bricker. Yes. 

Mr. Materz. Section 702 (a) defines the word “person”—for pur- 
pose of price-control jurisdiction as including— 
an individual, corporation, partnership, association, or any other organized group 
of persons or legal successor, or representative of the foregoing, and includes 
the United States or any agency thereof 

The Cuarrman. I do not think there is much use to read that. As 
I understand, Governor Arnall says he is not going to do it. 

Mr. Arnaty. But there is one question I want to get the committee's 
view on. Now let me interrogate you just a moment: Today, whether 
we like it or not, the Federal, State, and local governments own a lot 
of property of various kinds. In my State, we own a railroad. We 
own radio stations, and all kinds of businesses, as you know. 

The Federal Government owns worlds of scrap material, today, and 
it is quite a factor on the market when it decides to dispose of this 
scrap. 

Senator Bricker. The Federal Government can regulate that, but 
under the traditional separation of powers here in the Federal struc- 
ture as we understand it they have not the power to regulate local 
government prices of anything. 

Senator Carenart. Are you making the statement that the Federal 
Government itself might sell something it owned at a higher price 
than private industry 1s selling at, that you regulate? 

Mr. Arnau. Yes,sir. Ido not know whether the committee under- 
stood that, but where we are talking about private business, where we 
regulate the prices private business can charge, frequently Govern- 
ment is in direct competition with the private taxpayer. Now, there 
are situations where it would seem to me that we might find ourselves 
caught in a position where we could not tell the Government how 
much it can charge for its scrap; it can get anything it wants to for it, 
but the man who is a private dealer, he has a ceiling on his. 

Senator Carenart. You think the other Federal agencies would sell 
for a higher price than private industry. 

Mr. Arnaty. Sure. At auction they do it all the time; yes, sir; and 
the same is true of State governments and local governments. I am 
just telling you that that does happen, Senator Capehart. 
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Senator Douctas. Do I understand you to say that what you have 
been trying to do is protect the purchasers of these materials from 
a gouging ¢ 

Mr. Anna, Exactly. 

The Cuairman. We are not here to talk about some extra scrap that 
Jess Larsen may have. We want to know that you are not going to 
control the port of Seattle or Portland, Ore., or Honolulu, or San 
Francisco, or Los Angeles. 

Senator Dovenas. I want to say that this is about as able a fellow 
as we have ever had before us. 

Mr. Arnau. You are nice to say that, but let me bring one other 
matter to your attention. 

Senator Bricker. Prove it, now. 

Mr. Arnau, I will talk no more. 

Senator CapeHarr. | would like to say this: I am not trying to take 
anything away from the Government but you give me five able lawyers 
around me such as he has and I think I might be capable, too, or most 
anybody else. 

Mr. Arnau. Thank you, Senator. I agree. 

Mr. Puetrs. Senator, may I have the record show that there are 
only two or three lawyers. I am not a lawyer and have no desire to 
be so classified. 

Senator Carrmarr. Do you want to be identified with any title? 

Mr. Pueves. I spend most of my hours debating with lawyers, but 
my background is one of business. 

Senator Carenarr. We will not give you a title, then. 

Mr. Puetrs. Thank you. 

Senator Caremarr. What business practices has OPS changed by 
it regulations, if any? 

Mr. Acktey. It is a little hard to tell whether a particular criticism 
is implied or not. 

Senator CaprnartT. What practices do you think you may have 
changed or what practices do industry maintain that you have 
changed ¢ 

Mr. Acxtey. I would like to point out that our economy is extremely 
complex. 

The Cuamrman. We know that. 

Senator Bricker. We can start from there. 

Mr. ArnaLu. We have a seven-page statement that was prepared 
for me as an answer to this. 

If you want it read now, we will do so or we can put it in the 
record, 

Senator Capenart. Do you maintain that you have changed any at 
all? 

Mr. Acktry. Yes, sir; I am sure we have, Senator. The act gives 
us authorities to do that where it is necessary for effective stabilization. 
Where that has been found necessary we have made such a finding 
and put in our statement of considerations, and issued the regulation. 

Mr. Arnau. Now let me read the statement, please. 

Senator Carenart. How many pages? 

Mr. Arnau, It has been the policy of the agency in issuing price 
regulations to avoid disturbance of established business practices in an 
industry insofar as that is possible. In accordance with this policy, 
our price regulations in general do not operate to compel changes 
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in business practices, cost practices, or methods, or means, aids to 
distribution, established in an industry. 

It is also a policy which is directly responsible for a situation 
about which the committee has heard ; aianele: the complexity of our 
regulations. Our regulations are complex generally because methods 
of doing business in this vast economy of ours are complex, also. 
I am sure we could give many illustrations. For example, Paul 
Porter said that he got—when he was over at OPA—that he got many 
suggestions, one was to set the price on everything in two categories, 
all of it that cost less than $5 in one category and all over $5 in an- 
other, and have only two ceiling prices. 

Well, you cannot do that because of the complex nature of the 
economy. 

Therefore, when we undertake to fix a pattern that fits into all 
these situations, sometimes we run head on into some kind of business 
practice. 

Now I want to read you one, for example. 

Our regulation for distributors, for example, CPR 7 applies to de- 
partment “and specialty stores. CPR 2, 14, 15, and 16 to food dis- 
tributors. 

Senator, are you tired of this? 

Senator Bricker. No: I will be right back. 

Mr. Arnau. I do not know whether we should go into all this. 

The Cuarrman. Without objection, it will be placed in the record. 
(See p. 1272.) 

Senator Carpenart. What items has OPS decontrolled to date that 
it has authority to decontrol ? 

Mr. Puetrs. I think the list probably reaches the hundreds and 
I think we should supply a list of all items decontrolled for the record 
of the committee. I should expect that individual items decontrolled 
thus far must be in the hundreds. 

Mr. Arnatx. Several hundred have been decontrolled. 

Senator Capenart. What are some of them ? 

Mr. Pures. Things like sphygmo-oscillometers and a great many 
luxury or minor items; almost all military goods in finished form 
have been decontrolled : sugar, we have never controlled, although we 
could have; several strategic imports which we have decontrolled 
after agreement and discussion with the production agencies so as to 
remove impediments to their flow and so forth. (See p. 1281.) 

Aircraft engines and parts recently were decontrolled so as to permit 
freer movement there. We keep control of the basic materials that 
gointothem. Those kinds of actions have been taken. 

I think we decontrolled fresh and frozen fish although I am not 
certain we started out with control on those two. I believe on the 
frozen we did. 

The Cuarrman. How about frozen canned goods? 

Senator Caprnart. Why didn’t you control fish ? 

Mr. Puewrs. Fresh fish? 

Senator CaprHart. Yes. 

Mr. Puetrs. The complexity of the pricing problem and, at the 
time the decision was made, no serious threat as to upward price 
movement. 

The Cuatrman. Has it gone up since? 

Mr. Puetprs. It has gone up since. 


Sed 


Ia 


shes Aes Wire ae Ss FG 


ance 


CERRINA EUR IO Be Ah toh aie oi ATR pans 





: 
i 


iat x pn ia abi LNT MOTE WA ANE in TOS Laat Ce Ret alts I. 








to 


hy 
m 
ve 
ed 
to 


it 
at 


ot 
he 





id Rabi Eh RR I A EAT ne, Sats 


medina 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1247 


Senator Capenart. Are fish harder to control than meat ? 

Mr. ArNALL. I would say fish, meat, fresh fruits and vegetables 
would be among the leading candidates as to those most difficult of 
all to control. I do not think you cowld draw distinctions among 
them. 

Senator CapeHart. What facts did you have that justify your not 
controlling, or decontrolling, fish when you have continued to control 
fresh vegetables ¢ 

Mr. Pueps. We have not controlled fresh vegetables. We have 
controls on only one vegetable—potatoes. We have controlled no 
other fresh fruits and vegetables. 

Senator CaprHart. You have no price controls on any vegetables ¢ 

Mr. Puenrs. Not up to this point, except potatoes. That is the 
only one. 

The CuarrMAn. You control the price the retailer sells them at, do 
you not ¢ 

Mr. Pueprs. No, sir. 

Senator Dovetas. In the last war OPA was criticized because in 
some cases it did try to control the prices of fresh vegetables. I would 
say that OPS used excellent judgment in not controlling prices 

‘Mr. Puetps. I would like to have the record show that my ‘state- 
ment again is one which says that these are extremely difficult com- 
modities to control. That is not to say, however, that they are not 
possible to control. There are methods and techniques available which 
will do as well as could be expected but these are among the most diffi- 
cult of all because of perishability, multiple sellers, and so on. 

Senator Dovetas. OPS used good judgment in not tackling it. 

Senator Bricker. Is that why you did not give the traditional mark- 
up to food stores on their products and did give it on other retail 
stores ¢ 

Mr. Purves. There is no connection, Senator. 

Senator Bricker. How do you explain that, when all retailers are 
in about the same position—food as well as various other items, hard- 
ware, furniture and so forth? They did not have any traditional in- 
dividual item mark-ups, did they, before Korea ? 

Mr. Puetps. No. 

Senator Bricker. You gave them a traditional mark-up, did you 
not? 

Mr. Puecrs. I want to understand your question. Will you restate 
it please ? 

Senator Bricker. I say there is no distinction between the hardware 
merchant, the furniture dealer and mhogie of that sort, as far as their 
traditional mark-up is concerned, or the historical mark-up between 
them and the food distributors ¢ 

Mr. Puewres. No, there is a distinction arising out of the normal 
practices in each industry but we use a technique in each of those 
industries, or try to, which is tailored to the needs of th: at particular 
industry, so that what we do in one may differ from another. 

Senator Bricker. Why did you not give food dealers the same his- 
toric mark-up that you gave the others? 

Mr. Puexprs. For one ‘thing the mark-ups are totally different. 

Senator Bricker. In what respect are they different ? 

Mr. Pers. They are different in terms of numbers, amount, the 
way in which they are used, the mark-down practice, for instance, 








1248 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


which is not prevalent at all in the grocery field—this is a term un- 
known in the grocery field. We used the technique—— 

Senator Bricker. That would not make it any more difficult, would 
it, for you to give to the grocery man on the sale of foods his tradi- 
tional mark-up the same as you give it to the man on the sale of nuts 
and bolts and so forth? 

Mr. Puetps. I think we may be talking about different things. 
May I say what we have done? 

Senator Bricker. Yes. 

Mr. Puexpes. We have given to retailers of food, as well as to whole- 
salers, a kind of price control tailored to their needs and based in 
large part upon the development of price control in the war years, 
with some minor adjustments. As to department stores, we have given 
them a kind of price control which is different, tailored to their needs, 
and again based in large part upon the kind of control developed 
for them during the war years. 

In some other situations we have used a different technique for 
other kinds of distributors. Again, they are tailored to the needs of 
those people, or used as an interim device to solve difficult pricing 
problems until we could get around to doing the tailored job. So 
there is no automatic consistency in our regulations as to distributors, 
any more than there is consistency in their normal pricing practices. 
we use what is best for a given industry. Then over here we may use 
another technique or another method. 

Senator Bricker. But you did give them in certain industries the 
benefit of their historic mark-up. 

Mr. Puexprs. In a limited number, yes. They were mostly interim 
devices. 

Senator Bricker. What were those? 

Mr. Puexrs. We gave liquor distributors recently their historic 
mark-ups. They came in 2 weeks later and urged, if not demanded, 
us to wipe out that technique, that it would not work for them. They 
had no record of their individual mark-ups. They asked us to pre- 
scribe mark-ups for them, to remove from them the burden of com- 
puting and trying to figure out their own normal mark-ups. 

We have a regulation called SR-29 which we have used as a cateh- 
all for a number of distributors, a number of kinds of distributors, as 
an interim device. It has outlasted its usefulness in many ceeneens but 
it is a regulation which told a number of miscellaneous kinds of dis- 
tributors who could not easily be treated by tailored regulations to 
use their own historical mark-ups. There are a number of kinds of 
distributors who fall into that category. Wholesale and retail lumber 
dealers are among them. This is not, however, a good technique, as 
’ they admit, and should be replaced by a better and more refined one. 

Senator Bricker. Now what others? 

Mr. Acxrry. There are a number of other distributor regulations. 
For example, CPR-67 applies to distributors of machinery. Ceiling 
Price Regulation 83 applies to dealers in passenger automobiles. 
CPR-98 applies to steel warehouses and distributors. 

The CrarrmMan. Senator Ives made a request I was wondering if 
the committee would agree to it. That we end this testimony in 30 


minutes so that the gentlemen from New York who are here can be 
heard. 
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Without objection, this discussion will end at 5 minutes until 5, 
if not before. 

Senator Carenart: Will the Senator yield just one moment: Did 
you say there is no price control on fresh vegetables and fruits? 

Mr. Puevps. Fresh fruits and vegetables are not controlled, except 
potatoes. 


Senator Capruart. Mr. Kitchen is not here. Here is the record 
of his testimony : 


Senator CAPeEHART. Mr, Kitchen, I have read your statement and I gather 
from it that vegetables have been taken out of price control. 

Mr. Krrcnen. Yes; on fresh fruits and vegetables. 

Mr. Puevrs. He misunderstood your question. He is really advo- 
cating the decontrol of fresh fruits and vegetables in the form of an 
amendment to the law. They have never been controlled. 

The Cuairman. And you consult the Agriculture Department, do 
you not? 

Mr. Puetrs. That is correct. 

Senator Capenarr. What other food items are not under control ? 

Mr. PHeves. Sugar. 

Senator Futsrigur. Why is sugar not ? 

Mr. Pueves. We had an arrangement with the Department of Agri- 
culture on it. 

The CHatrman. I have understood that the OPS has never gone 
over the head of Agriculture who, in my judgment, knows more about 
fresh fruits and vegetables, or sugar, than any other agency of 
Government. 

Mr. Puexrs. I think the record will bear that out. 

When we issued the general freeze order in late January of 1951, 
we discussed a number of commodities to be included in the freeze 
order with the Department of Agriculture. 

It was their position at that time that they had available means for 
stabilizing or keeping stabilized the price of sugar. 

Senator Futsrient. But their policy was to keep the price up. 

Mr. Puetrs. Whatever their policy is, they stated to us, to our 
satisfaction, that in the absence of price control, sugar prices would 
not. rise, and so we acquiesced and did not control sugar. 

Senator Futsriaur. Do vou know as a fact that that is their policy 
under this Sugar Act, to keep the price up? That is the whole pur- 
pose of it, is it not ? 

Mr. Puers. That may well be. 

Senator Fu.sricHr. You know it is, do you not? 

Mr. Puenps. Yes; 1 think I would have to agree with you. 

Senator Futsricur. Then is it not the Department of Agriculture 
that determines it? If they told you that poultry and beef should 
not be controlled, would you agree to that ? 

Mr. Pueves. If I may say so, we agreed with the Department of 
Agriculture as to sugar because in our opinion, based upon statements 
made by the Department, there was no threat of an increase in sugar 
prices. The agreement was contingent upon the fact that if sugar 
rose, we would control. 

In other words, if the Department’s devices did not maintain sugar 
price stability, then we would substitute price control for them. 
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Senator Futsricut. My point is that the price of sugar is held up by 
the Department. 


Mr. Pueves. Many commodities are. 

Senator Fu.tsricnt. What other one like sugar? 

Mr. Petes. Wherever there is a support program it could be said 
that one group is pushing prices up and another is keeping them down. 

Senator Futsrienr. Well, the technique on sugar is entirely differ- 
ent. They do it by limiting the supply, do they not? 

Mr. Purves. Completely different. I agree. 

Senator Caprnmarr. I want to get a little further into the question 
of fruits and vegetables. Is there a ceiling price on fruits and vege- 
tables ¢ 

Mr. Puevps. There is no ceiling price on fresh fruits and vegetables 
except on potatoes, 

Senator Carenart. I do not like to have this committee get bad 
information. Let me read this. 

Senator CApEHART. I believe you said in your statement that all fruits and 
vegetables except three were selling below the ceiling. 

Mr. KircHEeN. Three or four. Mostly minor ones are above the ceiling now. 

Senator CAPEHART. What are they, do you remember? 

Mr. KircHen. C abbage is a little above the ceiling. Cucumbers are a little 
above, and potatoes are still above, and sweet potatoes and spinach. 

Mr. Pueirs. Mr. Kitchen must have assumed you were talking in 
terms of parity. Mr. Kitchen is a fine gentleman and a good friend 
of mine and under no circumstances would he misinform this com- 
mittee. Iam sure that he thought you were talking about the relation- 
ship of these prices to parity, or r legal minimum. 

There are no price controls on fresh fruits and vegetables except 
potatoes, 

Senator Bricker. How about canned goods? 

Mr. Pueres. There are. 

Senator Bricker. Senator Capehart, there is a control on canned 
foods. 

The Cuarrman. Fresh fruits has never been under controls. These 
are minimum parity prices. 

Mr. Puevres. I believe that is what this was about. 

Senator Doveias. If we may go back to sugar, may I say that I think 
the price of sugar, as my colleagues well know, is fundamentally fixed 
under the Sugar Control Act as ; passed by Congress. 

The Cuatrman. That is right. 

Senator Dove.as. I have very distinct objections to that act. While 
I was not present when the roll call came, only four people voted 
against it, but the record will show I also registered my objection to 
that act. I think it is a bad act which gouges the consumer but it is 
the fault of Congress. Only five of us objec ted to it. 

Mr. Puenes. M: ay I make one further brief statement for the record ? 

It is not enough to dismiss the problem of fresh fruits and vegetables 
by saying that it is a very difficult problem. In the absence of price 
control in 1951, I believe fresh fruits and vegetables rose a total of some 
23 percent in price. 

I further want to call to the attention of the committee that I believe 
in the last 4 or 5 months of 1951 movements of fresh fruits and vege- 
tables alone—movements reflected in the cost-of-living index—re- 
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quired wage increases, collateral wage increases, for several million 
workers. 

Now, of course, it is difficult to try to control perishable fruits and 
vegetables, but that is not to say that we may not have to try it if this 
committee and the Congress extend this legislation and if the prices 
of fresh fruits and vegetables continue to rise. We cannot sit by 
and watch that happen because the consequences are rather severe. 

The Cuarrman. I understand one reason for the deplorably low 
prices for fruits in Florida is because certain big companies have 
bought up the lands, the groves, and plantations and are using those 
to get their own requirements, and letting the rest of the fruits all go 
to pot. Is that right? 

Mr. Arnau. I am told that. 

In other words, the small grower does not have the market 

The Cuarrman. Small growers have no chance today because the 
big companies have bought the big orchards and plantations and are 
using them. The poor small farmer or grower in Florida today can- 
not sell oranges except for 25 percent of parity, and grapefruit at 30 
percent. Is that right? 

Mr. ArNALL. I am told that the small grower of citrus fruit is 
having a difficult time because the large packers and processors have 
their own groves and therefore only the independent grower is 
only a marginal operator if they need a little extra and therefore he 
is having a hard time. 

Senator Bricker. Let me ask you one further question. 

Frozen fruits do not come under the classification of fresh fruits and 
vegetables, no canned or processed foods of any form, just the perish- 
able fruits? 

Mr. Puetrs. That is right. 

Senator Bricker. And they are required to make their reports to 
OPS? 

Mr. Puetrs. Do you mean the processed ones ? 

Senator Bricker. No, the fresh ones do also, do they not ? 

Mr. Puecps. No, sir. 

Mr. Arnatt. Only potatoes. 

The Cuarrman. I do think the public ought to know one reason 
why the citrus growers have suffered in Florida and in other States 

sas because of these enormous purchases of land by a few companies 
who control things. 

Mr. Puetpes. I “might say we have the problem facing us now as to 
whether we should go into onion control. We have temporarily de- 
cided not to, but there is the risk in the next 3 or 4 weeks of drastic 
increases in the prices of onions. We are relying on the oncoming 
Texas crop, and hoping there will be no freeze in that area to stabilize 
the present market. 

Storage onions are pretty well gone. There is a tremendous demand 
for them and prices have been rising sharply. 

Senator Bricker. Eight months ago they were destroying them. 

Mr. Prexps. Potatoes were in the same fix not so very long ago. 

Mr. Arwatn. Mr. Chairman, we have 22 minutes, I believe. I want 
Senator Capehart to go on with his questions, if possible. 

We have answers for them which we can put in the record. 

As I understand, when 5 o’clock comes then my time is gone. 

The Cuairman. The committee has agreed to stop at 5 minutes to 5. 
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Mr. Arnau. Do you want to hear from me about our policy on soft 
markets or anything like that? 

The Cuarrman. All of these questions that came up throughout the 
hearings in the last 2 weeks. If you have answers to them, they should 
all be filed in the record. 

Whenever Senator Capehart is through, we would like to hear from 
you on the soft markets. 

Senator Carprnarr. I want to ask a few questions about the steel 
situation. 

The Cuarrman. Suppose we do this: If there are further inquiries 
on the questions the Governor was asked, he will supply answers for 
the record and then proceed to the soft-market situation for 10 min- 
utes and then with the steel situation. 

Mr. Arnaut. While a good many of the witnesses who have come 
before you have stated that there is no longer a good reason for price 
control in their own industries, relatively few have suggested that 
price control authority should not be extended at all. 

Most of them, as I read the testimony, or many of them, object to 
controlling a certain industry or item in which they are interested, 
but they do not want to see the whole program junked. Generally I 
think that is true. 

Senator Doveias. Do you mean they are for price control for some- 
thing or somebody else ? 

Mr. Arnaut. I do not attack their motives or patriotism or anything 
else, but it just looks like to me, in reading the testimony, that that 
is pretty much it; yes, sir. 

Senator Carenart. I think their testimony was that their specific 
industries had soft prices and long supplies. 

Mr. Arnatu. In fact, there seemed to be fewer of these opponents 
of all price controls among the witnesses this year than there were a 
yearago. They have mainly repeated the same arguments which the 
committee and the Congress did not consider in a convincing fashion 
last year. 

For instance, the United States Chamber of Commerce opposition 
is based on a policy statement it adopted in May 1951. achinery 
and Allied Products Institute did not think it necessary to present 
you with much detail because it held that the philosophy of price con- 
trol was all wrong anyway. 

Well, that is an issue between it and the Congress. 

Asa matter of philosophy, you and I do not believe in price control 
any more than the trade association representatives who appeared be- 
fore you, but as a practical matter we all know that we cannot afford 
to demobilize our armor against inflation right now while national 
security expenditures are on the upgrade. 

So far as I can see, the testimony now before the committee contains 
no valid argument against this position, and I am sure that the over- 
whelming majority of the members of the committee and of the Senate 
who voted for the extension of price control last year will not reverse 
their positions now. 

Now, I want to speak on our policy with reference to soft markets. 
While a few witnesses advocated complete termination of all price 
control now, a large number have told you that markets are soft, but 
prices are below ceilings, and that control should be ended for their 
particular industry. 


ee 


Mi Chemie Bitsy 


Peel CO 


sro eat ames 





ft 


1e 


id 
m 


e] 


Le- 


ng 
at 


its 
sa 
he 
on 


on 
ry 
nt 
yn- 


rol 
pe- 
rd 
1a] 


ins 
e r- 
ate 
rse 


ts. 
ice 
yt 
eir 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1253 


There is a real problem that we have to deal with in this respect, as 
we all know. 

Some of the witnesses say they should be ended for their particular 
industries. 

The Cuatrman. That is right. 

Mr. Arnaui. Now, we all are aware of the fact that this poses a real 
problem, and none of us wants to retain controls that are not actually 
needed, but the problem is not as simple as some of the witnesses would 
indicate. In fact, the incompleteness of some of the statements well 
illustrates the com rlexity of some of the areas we have to deal with. 

Take, for example, beef cattle, Judge Montague, who was a witness 
here, told the commmittee range cattle are selling well below OPS 
compliance prices. Of course, that may be entirely correct, but how 
could we suspend control over range cattle and maintain control over 
other beef cattle? Those are the practical problems that we have to 
wrestle with. 

This witness also said that, if quotas were now in effect, cattle 
raisers in Texas would have had difficulties in disposing of the utility 
cattle they have to sell because of the drought out there. He assumed 
that, if they used the same system that OPA used, separate quotas 
would be set for each grade of cattle. But there is no need to make 
such an asumption because OPS actually used quotas last year, and 
we lumped all cattle together and did not set them up by grade. In 
fact, OPA quotas were not set up by grade, so you need not take that 
on face value. 

Let us take beef-cattle prices next. Yesterday you heard Mr. Wes- 
ley Hardenbergh testify on behalf of AMI, the American Meat Insti- 
tute. He told the committee that current prices for meat and other 
livestock products are generally well below ceiling and a-year-ago 
prices. He stated emphatically that price control can claim no ¢ redit 
for these reduced prices. 

Just a few days ago, however, before he came up here, Mr. Harden- 
bergh wrote the OPS a letter. The letter goes to great length to 
state that OPS ceilings on beef should be raised. 

Well, why would Mr. Hardenbergh and the American Meat Insti- 
tute want us to raise the ceiling prices for meat if that meat were 
selling now well below those ceilings, if they expected it to continue 
selling below those ceiling prices? 

Actually the present season is one during which beef usually sells 
at a relatively low price, and seasonally it can be expected to go up. 

If we lift our ceilings, beef may well go up beyond the present ceil- 
ing level for purely seasonal reasons quite apart from the fact that 
beef prices could rise above these ceilings as people get more income 
from increased defense production and will be in a position to bid 
up the price. 

We have a chart on the seasonality, or how the seasons affect the 
price of steers, and I would like to put it in the record. 

The CuatrMan. Without objection, it will be inserted in the record. 
(See p. 1294.) 

Mr. Arnaty. With respect to milk and dairy products, several 
witnesses testified that that industry should be exempt from price con- 
trol so they can give us greater production. They told the committee 
that price control held milk production back because it made it im- 
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possible for the dairy farmers to pay as high wages as those paid 
in defense plants. Certainly, if we let milk prices go up high enough 
and hold all other prices where they ure, we can get more milk, but, 
if we let dairy farmers bid workers away from defense plants, we will 
not get jet fighters and tanks we need. 

If we let them bid up feed prices, consumers will have to pay more 
for meat. 

With dairy products and meat going up, the cost of living would 
rise again, and what then will happen to wages? So it all goes up 
again. 

Those are the things that make it very difficult to pick out isolated 
instances. 

Now, I want to discuss with you just a moment our views about 
these soft spots where they exist in our economy. When I testified 
before the committee 2 weeks ago, I told you something of the con- 
ditions under which price ceilings or record keeping or reporting 
requirements may be suspended, and such areas are now under active 
study by our agency. This study has made further progress in the 
last 2 weeks, and the committee which is charged with the responsi- 
bility for completing this study has made its first report to me. 

This report proposes standards for the selection of certain kinds of 
commodities whose ceilings may be suspended and procedures which 
should be used to make certain that suspension of ceilings can and will 
be terminated when there is serious danger that present ceiling levels 
might be pierced. 

The report also discusses the route by which the study committee 
will proceed to develop standards suitable for the selection of other 
kinds of commodities. 

The committee further reports that it has begun pilot studies on a 
number of commodities that may be covered by the first set of stand- 
ards and hopes to come up with specific and definite proposals on these 
in the very near future. 

While our committee is occupied with these studies, I am engaged 
in discussing with Mr. Putnam, the Economic Stabilizer, and Mr. 
Wilson, the basic principles, standards, and procedures already pro- 
posed in the committee’s report. We hope these steps can all be com- 
pleted in about 2 weeks and that we can publish a statement on 
suspension policy, together with the first set of standards and our 
first suspension actions under these. 

The CuatrmMan. That would be in keeping with what you testified 
here before. 

Mr. Arnaty. That is right. 

Now then, Mr. Chairman, you may wonder why we do not move 
faster, but there is a very good and definite reason for it. 

Senator Capenarr. Let me ask you this. You feel you have ample 
authority under the 1950 act to do this? 

Mr. Arnau. I do; yes. 

First of all, as we consider these soft market spots and talk about 
suspension of controls, we are also required to think of what may 
happen if the market becomes volatile and the prices go up again. 
Therefore, it is not enough to come up with suspension procedures, 
but also at the same time to have other arrows in the quiver that we 
can use in the event they get out of hand, so there are two consider- 
ations we must make in these matters. 
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If we could be sure that whatever softness in prices existing today 
would continue, then our job would be relatively easy, but, of course, 
we cannot so assume. Therefore, we have to make sure that we will 
suspend controls only where there is no visible prospect of prices 
going up beyond ceilings in the near future. We also have to make 
sure, and do it before we take any action, that if and when it should 
become necessary to reimpose controls we may be able to do that before 
it is too late and prices get too far out of line. 

In selecting commodities for suspension, it is very important that 
we use cle¢ uly defined standards. You need only visualize what would 
happen if we suspend ceilings simply because it seemed to us that 
they were not needed at that particular moment. We would be over- 
whelmed with requests for suspension of other ceilings, and we would 
not have any sieve in which we could separate the wheat from the 

chaff, and so we have to set up these standards. 

The CuatrmaNn, Is that all you have, Governor ? 

Mr. Arnau. Well, I wanted to mention that to you, Mr. Chairman 
and gentlemen of the committee, because we are working in that 
direction. There are many other problems connected with it, but 
we are making some progress, and we hope we can show some good 
results. 

The Carman. And, before the bill becomes a law, that progress 
will be brought out. : 

Mr. Arnaut. I think you will be able to see that we have been keep- 
ing in line with the intent of Congress. 

We have also the problem of wage controls in connection with price 
controls with regard to certain ‘industries, items, or commodities. 
That is not my province; that is wage; but we are not oblivious to 
that problem and we have to keep it in mind. 

The CHarrMan. Senator Capehart wanted to ask some questions 
about steel. 

Senator, you may go ahead. 

Senator Capenarr. Do you understand that section 402 (d) (4)— 
that is, the Capehart amendment—does not require you to recognize 
cost increases beyond July 26, 1951, and, as a matter of fact, strongly 
implies that the economy should be stabilized as of that date? 

Mr. Arnati. Senator Capehart, I so recognize. Not only do I rec- 
ognize it, I underscore it, and I assure you that while I am Director 
of the Office of Price Stabilization the section to which you refer will 
not be used in any way except as it is provided by law in keeping 
with the intention of the Congress in that respect. 

Senator Carenart. Now, my second question : Is it your intention 
to allow any price increases beyond July 26? In other words, do 
you intend to allow anyone to increase their prices as the result of 
increase in costs, labor costs or any other costs, that occur after July 
26 ¢ 

Mr. Arnaut. We have sets of standards, Mr. Senator. I shall apply 
those standards without fear or favor, without undertaking in any 
way to try to weight the standards down on one end or the other, and 
that shall be the only way any cost increases are allowed—if they ful- 
fill the requirements of our standards with which you are familiar. 

Senator Carenarr. I do not know whether you are answering my 
question or not. Are you going to allow any increase in prices as a 
result of cost increases after July 26, 1951? 
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Mr. Arnauu. The answer to the question is, no price increases will 
come about under the Capehart amendment on the basis of increases 
in costs occurring after July 26. 

Senator Careuarr. I understand that you must, under the law, 
allow increases up to July 26. 

Mr. Arnau. That is right. 

Senator Carenart. Unless they are excessive / 

Mr. Arnau. That is right; if the costs are excessive. 

Senator Carpenarr. But my question is, Are you going to allow any 
increase in prices as a result of cost increases occurring after July? 

Mr. Arnat. If our standards permit it, they would be entitled to 
increases. 

Senator Careuart. What are your standards? 

Mr. Puetprs. An interpretation of the law, Senator, as it exists. 

Senator Carsuarr. Your interpretation of “fair and equitable.” 

Mr. Puetps. Yes. 

Mr. Arnaut. The fair and equitable interpretation handed down 
to me by Mr. Johnson and in turn by Mr. Putnam; in considering this 
verticthey matter, we would take the 4 years 1946, 1947, 1948, 1949, 
the three best years, 85 percent of the earnings of those best years. 
That would be the earnings standard. 

Senator Carenart. The next question is, Has the steel industry ap- 
plied for an adjustment under the so-called Capehart amendment ? 

Mr. Arnati. They have. 

Senator Carenarr. When did they apply officially ? 

Mr. Puetps. In December. 

Senator Carenart. Officially in December? 

Mr. Puetes. I do not know whether the record will show that they 
applied in writing. But the discussions of the preparation of the 
Capehart document—the so-called Capehart document—started in 
December 1951, and have been going on ever since. 

Senator Carenart. When did you issue the official regulation per- 
mitting the steel companies to make applications under the Capehart 
amendment ? 

Mr. Puetps. We consider that the law itself provides—— 

Senator CareHart. That is not my question. 

Mr. Puetrs. We have not issued any regulation as to steel under 
the Capehart measure. 

Senator CapeHart. You have not to date, have you? 

Mr. Puetrs. No; unless they could apply under GOR 21. 

Senator Careuartr. Why did you not issue regulations under the 
Capehart amendment pertaining to steel when you did it in all other 
industries ? 

Mr. Arnaty. The answer is this, Senator: We have been meeting 
with the steel people. We have now prepared a regulation in con- 
formity with Capehart which will enable them to file for their 
increase. 

Senator Carenarr. That is my point. I want to know the date of 
that formula or application. What was the date of that? 

Mr. Arnatu. That has not yet been issued. 

Senator Carenart. Then they cannot officially apply until that is 
issued ? 

Mr. Puetrs. Only if you construe the law as it stands, or GOR 21, 
to provide them with an avenue of application. 
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It is our belief, Senator, that the steel industry is so complex and 
so varied that it must have a special regulation to provide so-called 
Capehart adjustments tailored to its needs. 

We have been discussing that since December. 

Mr. ARNALL. Senator, let me say this: As I understand it, the steel 
industry could not come in under the present regulations and file 
for cost increases under the so-called Capehart amendment. It was 
necessary, by reason of the complexities of that particular industry, 
to draw up a special regulation under which they could apply, and 
that regulation should apply the terms, conditions, and so forth. 

Senator Carenart. My point is that they could not make an official 
application until you had accomplished just what you said. Is that 
not correct ? 

Mr. Freeniiti. They could have made an application under General 
Overriding Regulation 21, which was issued to implement the Cape- 
hart amendment. 

Senator Carenart. But they did not make an application ‘ 

Mr. Freeniiy. They have not officially made an application. 

Mr. Arna.v. This is the point I want to get across to you, Senator: 
We have been meeeting with the steel people, and we have a formula 
under the Capehart amendment or standard or regulation that is 
ready to be issued, we think, and the reason it has not been issued 
prior to this time is because the steel people asked for time to submit 
to us additional data and information. 

Senator CareHartr. What is the relationship between their applica- 
tion and your meetings with them, and the wage increases? 

Mr. Arnau. None whatsoever. Let me again state it unequivo- 
cally; that cannot be. The cost to which they are entitled, if they 
are entitled to one, under the so-called Capehart amendment, is one 
thing. What happens by reason of wage negotiations or wage mat- 
ters taking place now has no relationship to the Capehart amendment 
whatsoever. That is an entirely different, separate problem. 

Senator Capenart. What you are saying is that, if the steel industry 
under the ee amendment is entitled to, say, $2 a ton, they are 
going to get the $2 a ton? 

Mr. Arnau. Whatever they are entitled to; yes. 

Senator Carenart. Then if they give their wage earners 15 cents 
or 16 cents an hour, which converted into the cost of steel or the selling 
price of steel should amount to $4 a ton, and you do not give the steel 
companies an increase in price as a result of increased costs occurring 
after July 26, then the steel companies will be absorbing the entire 
increase in wages, will they not? 

Mr. Arnatu. Unless we gave them a price increase, and we will ap- 
ply the standards to see whether they are entitled to a price increase, 
but that would have nothing to do with Capehart. Do we understand 
each other ? 

Senator Carrnart. Even though there was no wage dispute at all, 
would you still give them $2 a ton if they wanted an increase ? 

Mr. Arnau. If they were entitled to it. 

Senator Carenarr. Therefore, if the steel companies then give the 
wage earners, say 16 cents an hour, which is equivalent to, say, $4 a 
ton, and they do not get an increase of $4 a ton as a result of increase 
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in costs since July 26, then the steel companies will be absorbing the 
entire $4, will they not? 

Mr. Arnaut. That would be true under the statement you make, but 
let us not prejudge whether they will get a price increase as a result of 
the wage increase if a wage increase comes about, because we would 
simply resort to a mathematical computation and see whether they 
were entitled to a price increase under our formulas. 

Senator Bricker. That is under the fair and equitable formula, 
which would be tested by whether they were losing money or not if 
they were in the 85-percent bracket. 

The Cuairman. Now, let us get this thing straight. 

Mr. Arnau. The standard is, you take these 4 years, 1946 through 
1949. You take the three best years. Then they are entitled to 85 
percent earnings before taxes of those 3 best years. So it would be 
conceivable they could absorb the price increase without causing 
their earnings to deteriorate to the 85-percent level. 

On the other hand, it would be conceivable their earnings could so 
deteriorate, depending on the facts. We will have to look at the facts. 

But what I want to assure Senator Capehart is that the Capehart 
amendment has nothing to do with the wage negotiations now going 
on. 

Senaor CareHart. You will have a hard time getting anybody to 
believe that statement. 

Mr. Puevrs. We have made it just as clear as we possibly could, 
Senator, from the first meeting of the steel committee, at which I pre- 
sided. It was one of the first statements I suppose. I believe it. In 
other words, we are not going to jockey your formula. 

Senator Carenart. This came up before you became the Director, 
understand. 

Mr. Puevrs. We have made this statement to the steel people and 
to others over and over and over again since December. 

Senator Capenart. My point is that the steel companies have not 
yet officially made an application because the rules under which they 
can are just being haar They have not made an official application. 

The steel companies did not want an increase and did not need an 
increase ; they have not yet made an official application for it, but it is 
all tied in now to your wage increase. 

Mr. Arnaut. Senator, I hate to keep insisting on this, but it is 
awfully important. 

Do you believe I am going to use the Capehart amendment wrongly ? 
If you do, I certainly need to talk with you, because I am not. 

Senator Carenart. I will tell you what I think you are going to do. 
I think you are going to give them a couple of dollars under the 
Capehart amendment and then you are going to give them other 
increases to absorb a portion of the increase in wages which they are 
going to get. 

The Cuarrman. Who is going to pay for all that? 

Mr. ArNALL. I would suggest you just wait and see. 

Senator Caprnarr. I understand you inherited all this. 

Senator Frear. I just wondered if the Senator from Indiana does 
not want to take credit for the increase in the price of steel under the 
Capehart amendment ¢ 

Senator Carenarr. As I told somebody yesterday—I guess it was 
Mr. Carey, of the CIO—I was certain that he was going to give me 
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credit for an increase in wages because they were going to get it as 
a result of an increase in prices under the Capehart amendment. 

Senator Bricker. Do you think steel would have made an appli- 
cation for increase under the Capehart amendment were it not for 
the present wage increase that is imminent 4 

Mr. ArNnaLL. I do not know. 

Mr. Puevrs. I think it would be a matter of judgment. If the steel 
companies had not been faced with a potential wage increase, and 
thus a cost increase, they might have been content to leave well enough 
alone, leave this price structure alone. 

Senator Carenarr. I do not think there is any question about it. 

Mr. Puevrs. On the other hand, I want the record to show that in 
this kind of a market with the demand for steel being what it has been 
and so on, it is conceivable that the steel industry would have applied 
for whatever the ¢ Capehart amendment would have yielded. 

Senator Bricker. They might have, but they have not. 

Mr. Arnau. I think you should know this: There are 300,000 or 
400,00 businesses who could apply under the Capehart amendment 
for a reflection of cost increases up to July 26. 

Senator Bricker. They have not done it. 

Mr. Arnau. Well, out of all those who could do it, there are only 

7,032 as of March 14 who have applied. 

I want to leave you with the understanding that everyone who is 
entitled to it has not applied. 

Senator Carenarr. Let me say this too: Under your fair and equi- 

table clause, there are likewise 300,000 to 400,000 that could make an 
application for an increase. 

Mr. Puenrs. No; because the fair and equitable clause applies to 
industries, but, of course, any industry could apply under those 
standards if their prices were conceived to be low. 

Senator Carenarr. Are you saying that an individual seller in the 
United States cannot apply for increase under the fair and equitable 
clause ¢ 

Mr. Puevres. No: lam not. There isa different standard applying. 
The fair and equitable standard applies to an industry, then for the 
individual we have different standards permitting him to apply. 

Senator Carenarr. Those standards apply to the three or four hun- 
dred thousand ¢ 

Mr. Puevrs. In total it is possible. 

Senator Carenartr. Therefore, it is just as possible you would get 
just as many applications for increase under one as the other. 

Mr. Puerrs. I think to answer that properly we would have to get 
into a debate that would last at least an hour. I am willing to agree 
in part, but not in whole. 

Senator Capenart. I suppose history will prove it ? 

The Cuatrman. Senator Benton? 

Senator Benton. There has been a great deal of discussion, some 
of it growing, I am sure, out of misunderstanding of the facts that are 
involved in question 12, which I think is one of the important ques- 
tions for this committee to have answered. Iam sure it will come up 
a good deal in the congressional debate. I hope you can answer that 
before you wind up tod: ay because I would like to have the committee 
members hear it. 

96315—52—pt. 2——-19 
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The charge is repeatedly made that billions of dollars were added 
to the bills of the American people by the slow action of the OPS, its 
failure to impose price and wage controls shortly after the original act 
was put on the books in September of 1950. 

Now, I have explained that it seems to me first there were grave 
administrative problems through organizational weaknesses, setting 
up this new organization ; secondly, things looked like they were going 
well in Korea throughout September and October of that year. In 
line with the expression of the desires of Congress, there was hope 
by many that many types of arbitrary controls could be avoided. And 
finally, I have cited from a few sections in the act the wish of the Con- 
gress that voluntary controls be tried—the phrase is “may be tried” — 
but the second of those provisions leads off with reference to the pre- 
vious section that makes it sound as if they should be tried and only 
after they had been tried should the Government come in with arbi- 
trary controls. 

One of the lawyers from your office 

Mr. Freeniii. That is a sound interpretation, Senator, and sup- 
ported by the legislative history. (See p. 1274.) 

Senator Benton. My three points? 

Mr. Freeniy. Yes. 

Senator Carenarr. What was the time? 

Mr. Maerz. I examined the legislative history after the act was 
first passed. There were a number of statements in the course of 
debate—— 

Senator Benron. Including a statement by the chairman when he 
introduced the bill. 

Mr. Maerz. Expressing the hope that we first try the voluntary 
methods, and then if the voluntary methods proved unsuccessful, that 
we then go into mandatory controls. 

The CuarrMan. You are talking about the statement I made / 

Mr. Maerz. Yes, sir. 

Senator Benton. In 1950, when you introduced the bill. 

The Cuatrman. I only asked for a voluntary program. If it had 
not been for this committee, there never would have been any price 
and wage control written. If they had listened to my humble voice, 
we would have had something different. I asked for a strong bill and 
the people down on Pennsylvania Avenue did not approve of it. 

Senator Benton. I believe the Senator from Indiana made the state- 
ment—TI wish he would correct me if I am wrong— that by failure to 
enforce the mandatory controls, in contrast to the voluntary controls, 
$16 billion was added to the price level of the American taxpayer. 
It is therefore a very valid question as to whether an interpretation of 
the law could have been made, and, secondly, should have been made, 
to put in these mandatory controls in September, October, or Novem- 
ber of 1950. The question has two parts. 

Could it have legally been done, and could anybody have at the time 
foreseen that it should have been done ? 

Mr. ArNAtL. Is that question directed to me ? 

Senator Benron. Whoever is the expert. 

Mr. Maerz. I could answer that, Senator Benton. 

gg Maybank expressed the hope that we first try the voluntary 
method. 
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The Cuatmrman. That is right. I expressed the hope. 

Mr. Maerz. And then he hoped that compulsory controls would 
not be necessary. 

Senator Bricker. Do you take that as being thé legislative history / 

The Carman. I hoped they could do something. 

Senator Bricker. The words of the statute bind you. 

Mr. Pue.rs. The act speaks for itself. May we read the act / 

Mr. Arnau. If you will, let me read the act. 

Now, I do not pose to be a lawyer. Iam the Director of this thing, 
but I am reading you the words. Section 402 (a) sets up a provision 
for voluntary action. 

The CuatrmMan. Let me remind you of one thing. I called upon 
the President several weeks after it was passed to put mandatory con- 
trols in because my hopes had gone with the wind. 

Mr. Arnau. Believe me, Mr. Chairman, I am not in the position, nor 
do I wish to be, of criticizing your judgment in any capacity at any 
time. 

The CuarmrMan. My dear friend from Connecticut knows how hard 
I tried to stop inflation. But when they put on the controls it was 
after the horse got out of the barnyard—“barnyard,” I said. We 
have no fancy stables down where I come from like the *y have else- 
where. 

Is that right / 

Mr. Arnau. That is right. 

Senator Benron. Mr. Chairman, it is perfectly manifest that we 
should have gone into it earlier. There is no doubt about it as we 
looked back on it at this point. I even think it could have been fore 
seen at that time, after the Chinese invasion in Korea, but the question 
is, How far in advance could you have foreseen it? 

‘Mr. Arnau. I would like to read section 402 (a), in order to carry 
out the objectives of this title— 

The President may encourage and promote voluntary action by business, agri 
culture, labor, and consumers. 

In proceeding under this subsection, the President may exercise the authority 
to approve voluntary programs and agreements conferred on him under section 
708, and may utilize the services of persons and agencies as provided in section 
710. 

Now the second subsection is (b) (1) and I read this first clause 
here. 

To the extent that the objectives of this title cannot be attained by action 
under subsection (a), then the President may issue regulations and orders estab 
lishing ceilings and ceiling prices. 

Now, the query is, does the second subseetion—that is (b) (1), does 
that require a finding of fact, that having tried voluntary controls, 
the price stabilization cannot be attained by voluntary action and 
therefore, we institute ecadaaans action. 

The CHatrman. My answer is only this. 

After prices kept going up, I got in touch and asked that they do it. 

Senator Benron. There was a lag in September and October, a 
critical lag, when prices did not look as though they were going to go 
up. It was after the Chinese marched in tha it you suddenly had the 
second hot jolt in the arm, along in the middle of November. 

The Cuaman. Prices started to go up from the very day the 
Korean invasion came in. 
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Senator Benton. They shot up during June and July and August, 
Mr. Chairman, and then you had a lull, as I recall it, along in Septem. 
ber and October, and into November, until the ¢ ‘hinese—nobody had 
any authority until September 8, because we did not act, so during the 
period of rapid rise, there was no agency, no authority, and no act. 

At the time the act went through, we went into a lull. 

Senator Carenarr. I want to say that I got my figure of 16 billion 
from the Senate Small Business Commmittee. That is where I got 
my figure. They may have been wrong about it. 

“Mr. Pueves. If the committee will, I would like for them to bear 
with me for I think no more than 3 minutes, to describe the situation 
exactly as it exisited. 

The Cuarrman. You know it? 

Mr. Puewrs. I know it from the first minute. 

I was asked to come back down here with two or three other people 
from business on October 23, 1950, to help the Government undertake 
this work. 

Senator Benton. What is your job? 

Mr. Puewrs. Assistant Director of the Agency, at the present time. 

I was asked to return on October 23. Between September 8, and 
that date, the Government, whoever you want to think of as the Gov- 
ernment, had succeeded in interesting five people to come back to do 
this work; Mr. Valentine and four other people. On October 23, that 
group of five or six people set to work to build the machinery neces 
sary for the Government to deal with this problem, if it was going to 
have to. 

We spent our entire time during the balance of October and through 
November in trying to attract people, trying to clear the development 
of an agency of the Government with ail the rest of the Government, 
and undertaking these voluntary agreements with a number of im 
portant industries, on the basis of interpretations and the statement 
of fact made at that time, that before we could go into mandatory 
controls, we had to try the voluntary route. 

Senator Benton. It legally compelled you? 

Mr. Puenrs. Yes. 

Senator Bricker. I defer to your judgment as a lawyer, but T do 
not agree with you from a lawyer's point of view. You could have 
put them into effect the minute the law was passed if you had the 
machinery. 

The Cramman. Whoever had charge of the program mishandled 
it, as they has mishandled so much—and I will not speak of Penn 
sylvania Avenue, I will speak of the President. 

The President never asked any Senators to make any recommenda 
tions. Whenthe RFC scandal came along, what did he do? Nothing. 

Mr. Puerrs. I am sorry—— 

The CHatrman. You should not come before this committee and 
say that you were one of the five men in 
economy of America. 

Mr. Puetps. 


America who ean run the 


Tam afraid you are misconstruing my point. 
The Cratrman. You said the President consulted you and five 
others to run the economy of America. 

Mr. Puetps. I did not mean that, that we were the only men who 
could doit. Iam trying to state what the facts were. 
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to rationalize. I have no interest in the rationalization. I was asked 
to return here in conjunction with some other people, because we had 
had this kind of experience. 

Senator Benron. Dozens were asked to, who did not come. 

Mr. Pueves. Exactly. It happened I was asked early. I am 
merely saying that when we got here, we were told before we could 
move on a mandatory basis we had to try the voluntary route and 
we did so, to the best of our ability. 

The Crairman. How long? 

Mr. Puexrs. For 6 weeks, until December 19 or shortly thereafter. 

The Cuarrman. Who told you to do that? 

Mr. Puers. The legal people temporarily detailed to us from the 
Department of Justice. 

The Ciamman, Who were they ? 

Mr. Pueirs. Mr. Morison was one of them, Graham Morison. 

Senator SparRKMAN. That is H. Graham Morison / 

Mr. Puevrs. That is right. 

If you will permit me to complete this. 

These attorneys from the Justice Department, in the absence of 
other attorneys, were assigned to this job. Their job was to interpret 
the first law and say what could be done and what could not be done. 
Their interpretation was that we had to try the voluntary route first. 

Senator Bricker. Was that a written opinion? 

Mr. Puevrs. Yes; I believe it was. 

Senator Bricker. Could we have a copy of it ? 

Mr. Puevrs. Yes. (See p. 1277.) 

Senator Benron. Iam glad to hear that. Iam glad it was written, 
and [am glad you got it in the record. 

Mr. Purves. I agree. 

We did the best we could under the circumstances. We had no 
people, no organization, no space, no nothing, to undertake the job 
of staffing, recruiting, trying the voluntary route, and getting together 
enough people to t: ake on the mandator y job. 

This issue, it seems to me, hangs entirely on whether after the 19th 
of December, when we substanti: ally gave up efforts to try the volun- 
tary route, whether controls should have been imposed at some date 
earlier than January 26. We succeeded 

Senator Benton. That is the 5-week period ? 

Mr. Pueurs. That is correct. 

Now in October, we had the softening and in November we had it. 
The real push started again after November 23, when the Chinese 
Communists intervened, and from then on—— 

Senator Benron. It was December 19, that you gave up. It took 
you three and a half more weeks to give up and say the voluntary 
method will not work. 

Mr. Puevps. Yes, and here is why. We accomplished agreements 
with copper people, with steel people, with rayon people, with lead, 
zine, sulfur, and others. We issued a set of standards asking the whole 
business community to restrain itself and to go the voluntary route, 

The CuatkMan. How many people did you have working there with 
you? You said five of you came down here to run the Government. 

Mr. Puevrs. By the 19th of December, I think we had no more than 
75 or 100 people at the most. 
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The CHarmman,. You had the appropriation to pay them, did you 
not ¢ 

Mr. Pue prs. Yes, sir. 

The CuatrMan. You had the appropriation to pay, how much ¢ 

Mr. Puetrs. I do not know. I think we had a loan of $10 million. 

The Cuarrman. And you had about five people working ? 

Mr. Puetes. I must insist that you do not go out and build this 
kind of an organization to deal with this kind of a problem overnight. 
People cannot be attracted to do it. 

The Cuatrman. I do not suggest that you do, but 6 weeks is not 
overnight. When Mr. Baruch come down here in July 1950 and testi- 
tied, as I remember, it was for more than a day, 6 months before price 
controls were used. Other people testified. Mr. Sawyer also testified. 

Mr. Puexes. I am trying to describe the facts and not rationalize. 
You may draw any conclusions you think are proper. 

Senator Carenart. Will you yield just one moment. 

Did not the President have the power, at any time, during this 
period, to freeze all prices and wages? 

Mr. Puetps. Yes, sir, on the assumption that you could push a 
button and do it. 

Senator CapeHart. He could have frozen all prices and wages by 
just an order. 

Mr. Puevrs. At any time after September §, that he decided the 
voluntary route would not work, he could have done that, without 
any question. 

Senator Carenart. While you may not have had an organization 
to write rules and regulations, nevertheless anyone who sold beyond 
what he was selling for on the date he issued the order or increased 
wages beyond that date, of course, would have been in violation of 
the law. 

The CHatrman. I am not going to argue because life is too short, 

but I want to make a part of this record the press release of the chair- 
man of this committee, that I issued, and the press release which was 
sent to those in charge of this program 3 weeks before price and wage 
controls went into effect, asking them to do it. 

Senator Benton. But, Mr. Chairman, is it not the key point, that 
Mr. Morison and the lawyer told these businessmen who came down 
here to do this job, that as representatives of the President, they 
legally did not have the power to put in mandatory controls until 
after voluntary controls had been tried. 

Now, is it not the essential part of the question ? 

Senator Carrenarr. How long, in this opinion, Mr. Morison gave 
you, did he say you had to try voluntarily ? 

Mr. Puetrs. There was no time limit. 

I may say that those of us who were believed qualified to work in 
this field decided before we ever started, that the voluntary method 
would not work if we had pressure. 

Senator Bricker. But, you could have put it in at any time. It 
was the intention of this committee, and of Congress that if in your 
judgment voluntary controls would not work, you could immediately 
put into effect the arbitrary controls. We only put the other in be- 

cause the President had not requested any price controls. 
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The Cuairman. I want to state for the public record, in this hear- 
ing that I issued the press release which was sent to those in charge 
of this program after the act went into effect. 

(The press release referred to, is as follows :) 


The following statement was prepared by Senator Burnet R. Maybank (Demo- 
crat, South Carolina) and inserted in the Congressional Record of January 2, 
1951: 

“T want to take this opportunity to make clear, in no uncertain terms, the 
record of the Congress in the interest of our entire preparedness program. Other 
Senators must have received mail from all over the Nation in equal volume to 
that which has come to my office and to the Banking and Currency Committee. 
Many of these letters are tirades against both the legislative and executive 
branches of our Government. 

“Once and for all I want the people of this country to understand what has 
been done and what is being done. I hope the news reporters and the radio 
commentators will help us in every way they can get the message of truth across 
to their millions of readers and listeners. I hope the people will pay as close 
attention as they do to stories of sordid crime and other sensational news 
releases. 

“Many of our people have forgotten their civics lessons and their other classes 
in government. They should think back and remember that the Congress is 
the legislative branch of our Government. Surely everyone knows that the 
constitutional function of the executive branch is to execute and administer the 
laws enacted by the legislative branch. 

“With this admonition in mind, I would like to make clear the record of the 
Congress, and my own record, too, in the interest of our preparedness program— 
both military and domestic. 

“On July 19, 1950, I introduced the Defense Production Act. The Banking 
and Currency Committee held hearings beginning on July 24, 1950. Beginning 
on that date the committee was in almost constant session, many times well into 
the night, in an effort to expedite action on legislation which we recognized at 
that time to be of vital concern to every American. With the splendid coopera- 
tion of the committee members from both sides of the aisle, I reported that legis- 
lation to the Senate on August 7, 1950. <A similar bill was passed in the House 
of Representatives on August 10. The Senate acted on August 21. Following 
day and night sessions, the conferees agreed and the Defense Production Act 
of 1950 was passed by both the House and the Senate on September 1. The act 
was approved and became Public Law 774 on September 8. 

“I cite this record of progress because so many people write and call me and 
ask me, ‘Why don’t you do something?’ I say the Congress did do something. I 
say the chairman of the Banking and Currency Committee did do something. 
Hud I not felt the urgency of getting such a program under way as quickly 
as possible, I would never have asked my friends in the Senate and in the House 
to spend the many fatiguing hours in close, stuffy committee rooms that we 
devoted to this legislation. 

“Four months have now passed since the enactment of this bill which gave 
to the President complete and broad authority to institute a program of priorities 
and allocations for materials and facilities. The authority also extended to 
requisitioning materials and facilities, providing financial assistance for expan- 
sion of productive capacity and supply, providing for price and wage stabiliza- 
tion, the settlement of labor disputes, and the strengthening of controls over 
credit. Under this authority and by these measures the President was directed 
to facilitate the production of goods and services necessary for the national 
security. 

“Now let’s see what has happened. Prices have continued to spiral upward 
until they have reached an all-time high on the standard of living index which 
is kept by the Bureau of Labor Statistics. Labor unions have forced wages 
ever higher. Critical materials have again slipped under the counter into the 
black market. Fly-by-night firms are again entering the picture and hoarding 
scarce items and materials, diverting them from normal business channels and 
seriously affecting the production of goods for both the civilian and military 
markets, 

“This must not be allowed to continue. We are dealing in human lives. We 
ure dealing in the security of our Nation. We are juggling, with butterfingers, 
the future of our wav of life. 
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“The time has come for firm, positive action. I hope it is not too late. We 
have had enough of pussyfooting and kowtowing. Our very lifeblood depends 
now on swift, mail-fist determination. We must sacrifice luxuries and soft living. 
Business-as-usual must take a back seat until we have forever repelled the con- 
stant threat of invasion and internal disruption. 

“T have charged the Department of Defense, in sessions of the Appropriations 
Committee, to spend their money wisely and more effectively. Since 1945 I have 
urged the adoption of a program of universal military training. I warned in 
1945 and 1946 against too rapid demobilization of our Armed Forces. I have 
strenuously supported the stockpiling program. 

“These things are basic. They are fundamental issues to a nation to whom 
the free and the would-be-free turn for spiritual and moral guidance. Our 
strength now, as in times past, must stem from a unified effort of all our people. 
We have no room for petty, partisan politics or any other selfish interests. 

“During this period of international crisis when the alinement of global powers 
consists of a bulwark of Christian nations on one side opposed to a clique of God- 
less despots on the other, we must move forward with our preparedness at an 
ever-increasing tempo of production. A program of less than maximum effort 
at this time would be a breach of faith with the ghosts of GI's who know the 
full meaning of ‘supreme sacrifice.’ ’ 

Senator Sparkman. May I say just this, Mr. Chairman é 

You will remember that sitting right here, I offered an amendment 
which would have called for immediate and complete controls. The 
committee would not agree to that, but agreed instead on three dif- 
ferent types of controls. 

One was voluntary controls, another was selective controls, and 
another was controls across the board. 

It is my recollection, and I think the law clearly states that there 
had to be some kind of a trial of the voluntary methods or, at least, 
a finding to the effect that they would not work. 

Now, it may be an error in judgment as to whether or not 6 weeks 
should have been consumed, but I believe under the wording of the 
act, under the intention of the committee at the time, and under the 
intention of Congress, when it passed the act, there had to be at 
least a finding that voluntary controls would not be effective. 

The CuarrmMan. I urged it 3 weeks before it hit the papers. 

Mr. Puewrs. That finding was made shortly after December 19, 
and from then on, the argument, if there was one, was entirely based 
on whether or not the Government had by then corralled enough quali- 
fied people to deal with the problems which immediately result when 
you freeze this whole economy. 

The CHarrman. I hate to butt in again. I am a member of the 
Appropriations Committee, and we have so many agencies come down 
here and say they cannot find the qualified people. 

I have heard the Internal Revenue Bureau come down here and 
testify that way. I hear them all testify they cannot find qualified 
people. 

Mr. Puevrs. Senator, I certainly do not want to argue with you on 
this subject, but I want to make one point. 

The CHarrman. I do not want to argue with you, and I apologize 
if I said anything disagreeable, but nobody is going to say anything 
to me about it, because I tried my best and those in the : administration 
stopped me. 

Mr. Puetrs. I have spent 614 years of my life at the request of 
the United States Government in this kind of work. It is about as 
thankless a job as you can find, and I could spend my time much more 
comfortably and much more lucratively. 
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But, I do not want to personalize this thing. I am merely saying 
that even on January 26, when it was finally decided to freeze all 
prices and wages, we had succeeded in obtaining 300 people, only 40 
of whom were qualified to deal with this problem, because people do 
not want to be attracted to this kind of a job. 

I do not blame them. I do not want to be. 

The Cuairman. I meant nothing personal and I know you sacrificed 
something to be down here. 

I only say we tried to pass a law here, and we did not get very 
far with what we did. 

Senator Benron. Do you happen to recall the way prices rose dur- 
ing this period? You spoke of softening in October and November, 
and the fact that this demand for controls were not put in during 
September, October, and November, even in retrospect, is not an issue. 

Mr. Puetrs. The need became apparent after November 23 

Senator Benton. The question is, whether you showed bad judg- 
ment, whoever it was, in not foreseeing the minute the Chinese 
marched in on November 23 what the consequences would be, and 
in moving on November 24 instead of December 19, when you aban- 
doned that policy. 

Would that be the question ? 

Mr. Puecrs. I think so. 

Senator Benron. May I just conclude, Mr. Chairman, by saying 
that my interest in the subject was very great. I was not on the 
committee at that time, although I was in the Senate. 

I was very interested because Mr. Bowles was down here just after 
the act was passed and I talked to him about it. I was a Senator dur- 
ing the period Mr. James Brownlee was down here on the Defense 
Production Act, and all these men with experience did not give the 
voluntary approach a single chance. It was just ruled out as a fan- 
tastic treatment of people who hoped that in some way this ‘ita could 
be avoided and they all bewailed this provision in the law, and the 
legal interpretation which forced them to follow a road they regarded 
as a hopeless road. 

Is that a fair statement ? 

Mr. Puevrs. That is correct, except for the difficult and time- 
consuming job of building an organization quickly while operating 
at the same time. 

Senator Carenarr. That makes the situation much worse because 
you say these people were advising the President and these were the 
experienced people in the Government. Those who were in the 
Government knew it would not work. There was nothing in the 
law that stated any specific time. 

I think 2 days would have been sufficient to have given it a trial. 

Senator Benron. You have heard what the legal opinion was, where 
these men were operating. 

Mr. Arnati. Mr. Chairman, may I make a statement and leave? 

I appreciate the fine committee we have. I appreciate my fine 
and able staff. I am not too concerned about what has happened 
in the past. I am not too worried about the questions that the Sen- 
ator has propounded, except insofar as those things will shed light 
on how we should best act in the future. 

Senator Benron. I agree. Good. 
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Mr. Arnau. If we are all in favor of being in a position to handle 
a fire if it breaks out, you give us a good fire department and we will 
work under your orders and try to do you a good job. 

Thank you. 

The CHarrMan. Governor, we appreciate that. 

Senator Carenartr. At this point the material you are submitting 
will be placed in the record. 

(The material referred to follows :) 


OFFICE OF PRICE STABILIZATION, 
OFFICE OF THE DIRECTOR, 
Washington 25, D. C.. Mareh 21, 1952 
Hon. BurRNeT R. MAYBANK, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 

My Dear SENATOR MAYBANK: As you requested during the hearing on Wednes 
day, March 19, we have reviewed the record of the hearings during the past 2 
weeks to make sure that answers have heen provided to all the questions raised 
by members of the committee. Information not previously furnished for the 
record is forwarded herewith in accordance with the enclosed list. 

In the material we have presented to your committee we have advocated 
certain measures which in our judgment and experience are the best and most 
practical in the interest of stabilizing the price structure. However, I wish 
to repeat My previous assurances to the committee that when the new bill is 
enacted into law we will carry out the ‘intent of Congress to the best of our 
ability. 

I appreciate the opportunity afforded me to appear before the committee and 
I particularly wish to express my appreciation for the courtesy and cooperation 
we have received from the members of the committee and the staff during the 
course of the hearings. 

Very truly yours, 
ELLis ARNALL. 
QUESTION 1 


Why did OPS exclude retail coal dealers from the benefits of the Herlong 
amendment ? 


(The following is in response to the inquiry on p. 1232. 


An explanation of the applicability of the Herlong amendment to coal dealers 
is set forth in a letter from Mr. Arnall to Senator Maybank, dated March 15, 
1952, which is set forth below. 

In brief the reasons are- 

(a) The hearings and debates indicated that the amendment was intended to 
cover “retailers operating on a percentage discount or mark-up basis.” (Report 
of Senate Banking and Currency Committee, S. Rept. 470, 82nd Cong., 1st sess., 
p. 15.) 

(b) Retail coal dealers generally have not operated on a percentage mark-up 
basis. 

Point (0) is borne out by comparing Bureau of Labor Statistics wholesale 
and retail coal prices. For example, the average price of coal at wholesale 
increased by $1.11 per ton from 1946 to 1947—the average retail price by $2.04 
On the other hand from 1948 to 1949 the wholesale price increased by $0.55 
and the retail price by only $0.48. This is one of many indications that as a 
matter of usual industry practice, coal retailers have not added a determinable 
percentage mark-up to the cost of coal. 

A survey is now being conducted, in cooperation with the Census Bureau, 
which will show costs, gross margins and net profits from 1946 through 1950. 

OPS regulations issued since the general price freeze governing wholesale and 
retail coal prices are as follows: 


Supplementary regulation 2 to GCPR, February 5, 1951. (Basic regulation.) 
Revision 1, amendment 2 to SR 2, October 3, 1951. (Allowing increased 
freight cost authorized by Interstate Commerce Commission. ) 
Revision 1, amendment 3 to SR 2, February 12,1952. (To provide traditional! 
marketing practices by class and purchaser, and provide procedure for 
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determination of ceiling prices of coal sold on contract from public com- 
petitive bids. ) 

Revision 1, amendment 4 to SR 2, February 14, 1952. (Special provision to 
pass on increases in transportation costs of motor carriers subject to State 
regulatory bodies. ) 

Revision 1, amendment 1 to SR 2, July 9, 1951. (Coal bagged for Alaska 
to allow for increased costs of sacks. ) 

Supplementary regulation 4 to GCPR and amendments. (Tidewater Coal Dock 
Dealers—wholesale. ) 

Ceiling price regulation 21—bunker fuel—wholesale. 

Ceiling price regulation 27—Lake coal dock operators—wholesale. 

Supplementary regulation 8 to GCPR—coal exporters—wholesale. 


Marcu 15, 1952. 
Hon. Burnet R. MAYBANK, 


United States Senate, Washington 25, D. C. 


Deak Mr. CHAIRMAN: In connection with the present hearings before the 
Banking and Currency Committee the question was raised as to why the Herlong 
amendment, section 402 (k), is not applicable to sellers such as retail coal deal- 
ers who customarily price on the basis of a fixed dollars-and-cents markup 
regardless of cost, rather than on the basis of a percentage margin or discount 
basis. 

So far as is here relevant, the Herlong amendment provides : 

“No rule, regulation, order or amendment thereto shall hereafter be issued 
under this title, which shall deny to sellers of materials at retail or wholesale 
their customary percentage margins over costs of the materials during the 
period May 24, 1950, to June 24, 1950, or on such other nearest representative 
date determined under section 402 (c), as shown by their records during such 
penied.:..%-* 9” 

The hearings and debates on the Herlong amendment indicate that its prin- 
cipal objective was to preserve historical markups and pricing practices for 
wholesalers and retailers. Testimony had indicated “need for maintenance of 
the May-June 1950 margins of profit to retailers operating on a percentage 
discount or markup basis.” (Report of Senate Banking and Currency Com- 
mittee, S. Rept. 470, 82d Con., 1st sess., p. 15.) 

On the other hand if percentage margins were guaranteed to sellers who 
customarily used dollars-and-cents markups, rather than percentage markups, 
the result would be not to maintain historical pricing practices but to create 
new pricing practices. Such a result would be contrary to the language of the 
Herlong amendment and the objectives which the Congress sought to achieve. 

To take a specific example, suppose that retailers of a particular commodity 
have customarily added a markup of $1 per unit, regardless of whether the unit 
cost $5, $10, or $20. This group of distributors has thus faced very sharp price 
fluctuations before, and customarily used a fixed dollar-and-cents margin rather 
than a percentage margin in setting the sales price. Such a pricing practice gen 
erally is true where the prices of the commodities dealt in fluctuate much more 
sharply than operating costs. To allow this group now a percentage markup over 
cost would not only have the effect of requiring the creation of a new pricing 
practice, but it would provide a windfall to distributors whose commodity costs 
had increased after Korea. For example, suppose the cost of a commodity had 
risen to four times its pre-Korea level. If distributors of this commodity who 
have customarily used a dollar-and-cents margin were now to be given a percent- 
age margin in fixing a sales price they would get four times the dollar-and-cents 
margin which they received before Korea. This would be a fantastic increase. 
one which is neither required by the Herlong amendment nor by considerations 
of fairness and equity. 

Sincerely yours, 
ELLIs ARNALL. 
QUESTION 2 


Why did OPS exclude food retailers from the benefits of the Herlong formula ? 


(The following is in response to the inquiry on p. 1233. 


The answer to this question is contained in the general statement on the Her- 
long amendment at page 1285, and in the testimony of OPS officials on March 19 
See testimony at pages 1233 to 1236. 
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QUESTION 3 


By what right does OPS purport to control fees charged by public and private 
port terminals; especially when OPS complains it doesn’t have enough employees 
to process applications under the Capehart amendment? 

Port terminals are not public utilities in the conventional sense; their charges 
are not controlled by a regulatory body; and those that are publicly owned are 
in competition with private business. 


MUNICIPAL SERVICES 


The Defense Production Act, as did the Emergency Price Control Act of 1942, 
exempts from price-control rates charged by public utilities. This exemption is 
based on the theory that Federal pricing authority is unnecessary with respect to 
public utilities since ordinarily rates of such businesses are regulated by other 
public bodies. Actually, the present act exempts from Federal price control all 
public utilities, whether publicly or privately owned and irrespective of whether 
their rates are regulated or not. 

An impression has sought to be created before this committee, particularly 
in connection with marine terminal facilities, that OPS has ignored the legis 
lative intent and has attempted to regulate rates of nonregulated public 
utilities. Let me dispel this impression here and now and repeat that OPS has 
without exception interpreted the act as requiring the exemption of all publie 
utilities whether regulated or not. 

For example, there are a number of gas, electric, telephone and water com 
panies whose rates are not regulated in any way. Nevertheless, these companies 
are Without exception exempted from price control. As only an illustration, 
the Bureau of Light and Power of Los Angeles and the East Bay public utility 
district in California each is a public utility of this conventional kind. The 
rates of both are exempted from price control even though their rates are not 
regulated. Moreover, if a business is not a conventional public utility, never- 
theless it still is exempted as a public utility under the act if it has been ap- 
propriately classified as a public utility by Federal, State or local law, and if its 
rates are regulated by a Federal, State or local regulatory body. As the Supreme 


Court stated in the Davies Warehouse Co, case (p. 152): “Congress did not intend 


ok 


to supersede the power of a State regulatory commission exercising 
comprehensive control over the prices of a business appropriately classified as a 
utility.” 

In passing, it should be noted that publicly and privately owned businesses 
are on exactly the same footing when it comes to a question of applying the 
exemption. If a municipally owned business meets the test established by the 
Supreme Court, it is exempt as a public utility. For example, the terminal 
facilities operated by the City of Los Angeles Board of Harbor Commissioners 
ure exempt from price control because they are appropriately classitied by State 
law as public utilities, and because their rates were regulated by the city 
council. OPS similarly held that certain services of the port of Seattle were 
exempt because they met the tests of the Davies case—appropriate Clasification 
as public utility services and rate regulation by the State public service com- 
IISSLON. 

I think I should point out that it is not OPS policy to control for control's 
sake. On the contrary, even though a Federal, State or local government enter 
prise is not a public utility, nevertheless if it supplies services not generally com 
petitive with services rendered by private business, it is OPS policy to exempt 
such services from price control. Amendment 2 to general overriding regula- 
tion 14, issued September 19, 1951, does just that. sut where the service is in 
competition with that offered by private business, such an exemption for an 
enterprise which is not a public utility would be discriminatory. Most publicly 
owned marine terminal facilities are in this latter category. Not only are 
they highly competitive with privately owned facilities, but also they do not 
possess the characteristics of a public utility, either in the sense of being a con- 
Ventional public utility or of being subject to rate regulation by a Federal, 
State, or local regulatory body. 

It has been stated to this committee that the rates of marine terminal facili 
ties are regulated by the Federal Maritime Board. But both the Board itself and 
the Supreme Court have stated that the Maritime Board has no rate-making 
authority over marine terminal facilities. Moreover, publicly operated marine 
terminal facilities do not provide only local service. These facilities are used 
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by carriers and shippers throughout the United States, who have no voice, as 
voters or otherwise, in fixing rates. 

The services of such facilities are important to the entire commerce of the 
United States. Figures submitted by the members of the Northwest Marine 
Terminal Association, whose members operate on the northwest Pacific coast only, 
show that their gross revenues are well over $6,000,000 annually. 


QUESTION 4 


Didn't OPS violate the admonition in the act against interfering with business 
practices by requiring retail dealers to charge no markup on the 15 percent 
increase in carpet prices for manufactureres which OPS granted? 


(The following is in response to question 5 and the inquiry on 
1259.) 


The 15 per cent increase on wool floor coverings was granted in March 9, 
1951 by supplemental regulation 11 to GCPR which was specifically designated in 
the statement of Considerations as an interim regulation. 

This statement also said that the problem of the industry, including the dis- 
tributors, would be given further study. 

After such study, the provisions were modified in July to give distributors 
reliet, and in December the 15 percent increase for manufacturers was can- 
celled because it had been unnecessary by the decline in wool prices. 

Our attitude toward business practices is covered at greater length in the 
statement below containing the answers to questions 5 through 8. 


QUESTION 5 


Didn't OPS violate this same provision by requiring meat retailers to cut meat 
ina prescribed manner : 


OFFICE OF PRICE STABILIZATION, 
Washington, D. C., March 14, 1952. 
Hon. BuRNET R. MAYBANK, 
United States Senate, Washington, D. C. 

DEAR SENATOR MAYBANK: There has been called to my attention certain tes- 
timony provided your committee on yesterday by Stanton W. Davis, who operates 
some supermarkets in Massachusetts. A more complete analysis of Mr. Davis’ 
testimony will be provided the committee by the Office of Price Stabilization 
when we have had a chance to examine the transcript in detail. However, in 
view of the seriousness of statements made by Mr. Davis as quoted in the press 
today, I should like to advise you immediately in connection with particular 
variances in Mr. Davis’ testimony and the actual facts. 

Mr. Davis is quoted as charging that OPS regulations required him to sell 
housewives bones and fat which would ordinarily be cut off of retail cuts of 
meat. He was further quoted as stating that OPS meat regulations forced him 
to sell “heavy fat-rimmed steak” at $4.37, whereas, if he were able to trim it the 
Way he wanted to he could sell it for $3.90. With regard to this charge, I 
should like to point out that there is absolutely no requirement in our meat 
regulations which prevents a retailer from trimming all fat or gristle from retail 
cuts if he so desires. In the public interest our regulations do limit the 
amount of fat which may be left on steaks, roasts, and other meat cuts. 

Mr. Davis is also reported in the press as having stated that each butcher 
must be supplied with a slide rule in order to determine prices of retail lamb 
cuts. In this connection it is significant to note that OPS officials recently at 
tended a meeting in Boston comprising dealers representing a major portion of 
all lamb retail seals in the United States. One of those in attendance at the 
meeting was Mr. Davis. Our officials report that those present at the meeting 
unanimously advocated retention of the present margin type cost pass through 
in determining ceilings for retail cuts. We feel it would be unfortunate if these 
misconceptions were not corrected, particularly if housewives were led to be- 
lieve they are being forced by OPS regulations to pay for unwanted fat and 
gristle on the cuts they buy. 

As suggested above, we expect to provide the record of your hearings with 
factual information and I only took this opportunity of commenting particularly 
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on this testimony since it was quoted in the press and I am anxious that neither 
the hearing record nor the public be misled for any length of time. 
With kindest personal regards, I am 
Very truly yours, 


ELLIs ARNALL. 
QUESTION 6 


Why didn’t OPS pay more attention to its advisory committee on meat in pre- 
paring its meat regulations? 


QUESTION 7 


What business practices has OPS changed by its regulations? 
QUESTION 8 


Who determined for the President that these changes were supposedly needed 
to enforce OPS regulations? 


(The following is in response to questions 6, 7, and 8 and the inquiry 
on p. 1246.) 


ESTABLISHED BUSINESS PRACTICES 


It has been the policy of OPS in issuing price regulations to avoid disturbance 
of established business practices in an industry. In accordance with this policy, 
our price regulations, in general, do not operate to compel changes in business 
practices, cost practices or methods, or means or aids to distribution, established 
in an industry. 

This is a sound policy. But it is, also, a policy which is directly responsible 
for a situation about which the committee has heard—namely, the complexity of 
our regulations. Our regulations are complex, generally, because methods of 
doing business in this vast economy of ours are complex. 

I am reminded of a story told about an ex-Administrator of OPA, Mr. Paul 
Porter. Mr. Porter was alleged to have proposed that simplification of regula- 
tions could best be achieved by setting two ceiling prices for everything—one ceil 
ing for everything under $5 and another ceiling for everything that’s over $5. 

I am sure that we could give many illustrations of how we have leaned over 
hackwards to recognize customary business practices. I am told of one recent 
action—“hide-on veal"—which represented hundreds of man-hours of work, and 
a series of conferences involving much of our top staff. 

I am sure that you never heard of this action. It came out 
amendment to one of our regulations. 

After we issued our regulation on wholesale veal, certain retailers advised us 
that it had been the custom of a small percentage of retailers—primarily in 
certain cities—to buy veal “hide-on.” Under such circumstances, effective grad 
ing is impossible, and compliance with other requirements of our regulations 
most difficult. The finding could have been made that effective control and the 
prevention of circumvention and evasion required cutting across this established 
business practice of a small portion of the meat trade. 

Instead, after much labor, we produced a regulation which permits this cus 
tomary practice to continue. Of course, it also added several pages of fine type 
to the Federal Register. 

Other examples abound. Compare our regulations for distributors, for ex 
ample. Take CPR 7, which applies to department and specialty stores; CPR 12, 
14, 15, and 16, which apply to food distributors; CPR 67, applying to machinery 
distributors; CPR 88, applying to dealers in passenger automobiles: CPR 9s, 
applying to resellers of iron and steel products ; CPR 100, applying to retail sales 
of farm equipment. Compare these regulations—their basic pricing techniques, 
their record-keeping provisions, even their style. Each is written to fit the trade 
practices of a different trade. Each has been worked out, with the help of busi 
ness advisory committees, to fit the ways of doing business, the kinds of sellers 
und buyers, the kinds of customary records, which are found in each trade 


This process of fitting our regulations to traditional methods of business we ca}! 
“tailoring.” 


as an obscure 


Now our tailoring is, as yet, often incomplete and imperfect. We still have 
some rather general regulations which cover blocks of the economy. 
moving as fast as we can to tailor our regulations. 
major objectives of OPS since its very inception. 


But we are 
This has been one of the 
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Now occasionally we have to cut across or modify a traditional practice in the 
interest of reasonable and workable price control. Take, for example, horse 
meat. Some sellers have apparently customarily sold horse meat as beef. We 
cut across that traditional business practice. Some sellers have traditionally put 
more than 25 percent of fat in hamburger, although 25 percent is a standard 
widely accepted in the trade. We say that the hamburger whose ceiling price 
we spell out in our regulations cannot contain more than 25 percent fat. If we 
did not, in a tight market some sellers whose traditional practice was 25 percent 
fat would start selling hamburger with 35 or 50 percent fat. 

Some complaint has been made before this committee about our retail beef 
cutting standards. 

The OPS retail beef cutting standards have been criticized because they pro- 
vide for too much bone and fat on beef cuts. I want to make it clear that OPS 
does not require that a particular amount of fat and bone be left on a cut. 
On the contrary, the OPS standards simply say that a specified amount of fat 
and bone may be left on and no more. In other words the fat and bone limita- 
tions are maximums that may be left on, not minimums that must be left on. 
Sellers can remove more bone and fat if they want to just as they can always 
sell under the ceiling price if they want to. 

You may ask, why aren’t the OPS cutting standards tighter? Why do we 
permit so much bone and fat on cuts? 

The cutting standards were originally worked out by a group of meat experts 
from the retail trade in OPA. They were submitted to the OPS Retail Industry 
Advisory Committee and the Retail Industry Advisory Committee approved the 
cutting standards. Indeed, we followed the recommendations of the committee 
in permitting more cuts to be sold. Let me illustrate: 

(1) Our committee members asked for permission for retail butchers to sell 
top and bottom sirloin and tenderloin. This recommendation was followed with 
revised CPR 25. 

(2) Committee members asked for the establishment of ceiling prices on bone- 
less 7-inch rib and rolled and tied 10-inch rib of beef. These recommendations 
were followed in revised CPR 25. 

(3) Our committee members recommended that retail butchers be permitted 
to sell cube steaks from better cuts of beef. This recommendation was followed 
in the same regulation. 

In spite of certain objections, OPS cutting standards were originally worked 
out under OPA, and were approved by the industry, with certain changes, this 
time, 

I might at this point comment on the charge that OPS has ignored the advice 
of its advisory committees. Now there may have been some instances in which 
this has happened, or in which committee members who haven't liked our de- 
cisions have so interpreted our action. Our committees are, after all, advisory 
committees. We would not, nor would you want us to, let our committees decide 
what should be done. Committee members, whose advice may not have been ac- 
cepted, find it easy to say that we have ignored their recommendations. 

But let me give you some examples of where we have accepted committee recom- 
mendations. A moment ago, I mentioned three examples of the how we changed 
our retail cutting standard on beef as recommended by our advisory committees. 
Here area few more examples from the same industry area: 

(1) Our industry advisory committee members recommended that we establish 
higher prices for prime beef cuts at retail. This recommendation was followed 
with the issuance of revised Ceiling Price Regulation 25. 

(2) The committee recommended that OPS increase the ceiling price of lean 
ground beef. This recommendation was also followed in that regulation. 

(3) The retail meat committee recommended that GCPR be amended to pro- 
vide for increased retail prices of (a) pork, (b) veal, and (¢c) lamb. 

These recommendations were followed with the issuance of supplementary 
regulations to GCPR. 

1 will not pretend that in each case, or in any case, OPS granted ceiling price 
increases as high as those recommended by the committee. We granted such price 
increases as we thought fair and equitable on the basis of the data we had 
available, but we refused to raise the prices as much as the committee 
recommended. 

When I last testified before this committee I stated that I would rely increas- 
ingly on the advice of industry advisory committees. Let me repeat that as- 
surance here and now. At the same time, we cannot rubber stamp every recom- 
mendation of an industry advisory committee. 
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QUESTION 9 


To what extent does OPS really make use of Department of Agriculture 
recommendations on pricing policy in the commodity field? 


(The following is in response to the inquiry on p. 1249.) 


The final decision on matters of price control has been delegated by the Con- 
gress to the Director of Price Stabilization. However, in all matters relating 
both directly and indirectly to prices of farm-produced commodities, the staff 
of the Office of Price Stabilization has been instructed to work closely with the 
interested officials of the Department of Agriculture. This was fully pointed 
out in a letter from Mr. DiSalle to Mr. Brannan dated January 14, 1952. 

OPS has given and will continue to give most careful consideration to the 
general advice and recommendations of the Department of Agriculture. In 
addition, assistance in providing advice on technical matters has been con- 
stantly sought by OPS and generously furnished by the Department of Agriculture. 


QUESTION 10 


Is OPS’ Control Suspension Committee going to have any findings ready for 
the consideration of this committee before it writes a bill by March 81 for the 
Senate’s consideration? 

This question was answered by Mr. Arnall in his testimony on March 19, 
(See pp. 1254-1255.) 


QUESTION 11 


Do you agree OPS now has all the legal authority it needs to suspend price 
controls selectively upon its own finding the price controls are unnecessary to 
carry out the purposes of title IV? 


(The following was submitted in answer to question 11.) 


Yes, section 402 (f) of the act, as it is now written, gives OPS ample legal 
authority to suspend controls where they are no longer needed. No change in 
the law for this purpose is necessary. 


QUESTION 12 


(The following is in response to the discussion on pp. 1259 to 1267.) 


On what legal theory does OPS contend it couldn't impose price and wage con- 
trols selectively or generally until it tried voluntary controls first? 

OPS’ position on this subject is based on the legislative history of the act, 
and the opinion of legal counsel. 


MEMORANDUM 


THE LEGISLATIVE HISTORY WITH RESPECT TO REQUIREMENT THAT VOLUNTARY 
METHODS BE FIRST UTILIZED 


The legislative history of section 402 of the Defense Production Act demon- 
strates that the Congress in establishing authority for economic stabilization 
placed first reliance on voluntary methods. Congress intended that mandatory 
controls could be placed into effect only if the voluntary method proved insuf- 
ficient. 

The following extracts from the legislative history show the congressional 
intent that section 402 requires the utilization of voluntary methods prior to 
mandatory controls. 


House debate 


In the course of the debate in the House on the defense production bill, the 
following statements are relevant: 

“Mr. Spence. Mr. Chairman, I rise in support of the amendment. 

“Mr. Chairman, this is a bipartisan amendment. It is a committee amend- 
ment. It was voted out of committee by a vote of 21 to 1, one member voting 
‘present.’ I think it is a happy solution of the problems that have been presented 
to us. 
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“It provides first for voluntary controls or wages and prices. I think when we 
are meeting conditions that now present themselves, that the patriotic spirit of 
the American people will go a long way to make and carry out voluntary agree- 
ment with reference to prices and wages. I think it is the logical way to proceed. 

“First, let the President see what he can do by voluntary agreements. I think 
he might accomplish much by that- 

“If that does not succeed, he can impose selective controls—selective controls 
on prices and on wages in the industry affected. If a price ceiling is placed on 
a commodity and threatened wage increases would interfere with the production 
of the commodity under the ceiling, ceilings may then be put on the wages to tie 
in prices and wages, in order that production may continue. Jn the event that 
both of those methods fail, then the President at his option, can exercise over-all 
controls” (Congressional Record, p. 12314, August 9, 1950). 

“Mr. Brown of Georgia. The amendment provides three different methods by 
which these controls may be applied. In the first place, the President can call 
in leaders of industry, labor, and agriculture and get them to agree on volun- 
tary controls. I venture the opinion that unless the international situation 
becomes much worse voluntary controls will be all that are ever utilized. 

“If these should not be enough, however, the President may apply controls 
to any material which is of importance to the national defense. The President 
shall issue regulations prohibiting increases in wages or salaries whenever such 
an increase would require an increase on any material on which he has established 
a price ceiling. Clearly for example, if he set a price ceiling on, say, steel, he 
would be required to control the wages of those people whose wages contribute 
to the price of steel. 

“Finally, as a last resort, and I cannot see this taking place, for a long, long 
time, the President could place price ceilings on other materials. Here again 
he would be required to match price controls with wage controls. In the com- 
‘mittee amendment, it is required that wages and salaries and other compensa- 
tion shall be stabilized generally whenever ceilings on prices have been estab 
lished on commodities, materials, and services comprising a substantial part of 
all sales and materially effecting the cost of living. 

“I believe the committee amendment on price and wage controls is a fair middle- 
of-the-road approach to the problem. It provides for three different ways for 
dealing with the problem at three levels. As I have said before, we shall prob- 
ably never get beyond stage No. 1. * * * As stated before, if and when the 
people of the country know that we have an abundance of everything to eat and 
wear and the President cannot control high prices by voluntary controls, then 
he can and must try out the more rigid methods in controlling same which I 
subseribe to. So 1 agree to go along with the bill under the formulas therein 
and let the President first try out voluntary controls” (Congressional Record, 
House, p. 12316, August 9, 1950). 

“Mr. KUNKEL, Vr, Chairman, our chairman has pointed out that there are three 
steps in the establishment of complete controls under the provisions of the bill. 

“Tf voluntary controls do not work, then we go into a phase of selective con- 
trols during which, if a control or ceiling is placed on the price of any commodity 
or manufactured article, then at the same time a ceiling can be placed on the 
wages paid to those employed in that particular industry whicb is manufacturing 
that commodity. 

“The third phase is a system of general controls under stand-by authority 
somewhat in line with that contemplated in the bill which I offered as a substi 
tute several days ago. I am strongly opposed to selective controls and to post- 
poning the day at which all prices and wages are frozen generally at one time. 
It seems to me if that is not put into effect in the near future then we will have 
passed the period in onr economic prewar development which would have given 
us the chance to institute such controls at all effectively. So in order to bring 
this proposal which we now have before us more in line with my thinking on 
the subject and to offer those) who are in accord with me another chance to 
express their views, J am offering this amendment which in substance cuts out 
the intermediate step of selective price controls. If this should not be done, 
I fear we would never manage to get out of this second stage. We would then 
be plagued with all the difficulties and evils which persisted through World 
War II and the postwar period” (Congressional Record, House, p. 12317, August 
9, 1950). 


1 Emphasis here and hereafter is supplied. 
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“Mr. Keatrine. It seems to me that it should be pointed out, too, if the 
gentleman agrees with me, that under the Kunkel amendment, even if adopted, 
it is still not a mandatory price and wage control bill, because the President still 
acts under subsection (a) and tries to bring about voluntary action” (Congres- 
sional Record, House, p. 12319, August 9, 1950). 

“Mr. BUCHANAN. Mr. Chairman, I believe we have to take another look at the 
proceedings of last week and the situation as it is in 1950 to get into true 
perspective the situation today and what we are trying to do here as a committee 
and what we have commended here to the Committee of the Whole. 

“The situation in 1950, as compared to the prewar year of 1941, is certainly 
not analogous because at this time our economy is capable of: producing $100,- 
000,000,000 more in terms of gross national product than it was 10 years ago. 
Therefore, from all indications at the present time, 90 percent of the total output 
of this Nation can be used for civilian purposes, and our needs are for merely 
10 percent for defense purposes. We will not attain that point until the end of 
this year 1950. Whereas in 1940-41 we had to go into an all-out war productive 
effort when 50 percent of our economy was devoted to the military effort and 
50 percent to the production of civilian goods. Now we have devised this method 
of three progressive steps as being the most practical step to move from the 
process of voluntary stand-by authority into selective price controls, The nature 
of our integrated economy today compared to what it was 10 years ago must 
be taken into full consideration” (Congressional Record, House, p. 12320, August 
9, 1950). 

“Mr. DonoHvuE. * * * We have in this measure, first, provisions for volun- 
tary controls of wages and prices. I do not think anyone will dispute the fact 
that if we can work under the system of voluntary cooperation, it is, by far, the 
better and wise way to proceed. If it does not succeed, by any chance, then there 
is power in this bill for the President to impose selective controls—selective con- 
trols on prices and wages in the industries affected. If a price ceiling is placed, 
on a commodity, and threatened wage increases would interfere with the pro- 
duction of the commodity under the ceiling, ceilings may then be put on the 
wages to tie in prices and wages so that production may continue. In the event 
that both of the methods outlined above fail, then the Commander in Chief at his 
option, can exercise over-all controls” (Congressional Record, House, p. 14241-2, 
September 1, 1950). 


Senate debate 

In the course of debate in the Senate on the Defense Production bill the 
following statements are relevant: 

“Mr. MayBANK. * * * Under these measures, the first reliance is placed on 
the voluntary self-restraint and discipline of consumers, industry, and agriculture. 
Mr. President, I wish to impress upon the Senate the fact that the first thing we 
did was to suggest the voluntary self-restraint program, which is contained in 
title I. Patriotic Americans can do much, on an individual basis, to prevent 
hoarding and unwarranted price increases. 

“Selective price and wage controls are also authorized. Where prices of indi 
vidual materials can be controlled, without undue effect upon other materials, 
less interference with ordinary business practices will result. 

“General price controls are also authorized, to be used if the President deems 
this necessary. Price control on retail sales and rationing are authorized, either 
on a selective or a general basis’”’ (Congressional Record, Senate, p. 12353, August 
10, 1950). 

“Mr. WuHerry. For the benefit of at least my thinking, I should like to pursue the 
colloquy further. As the bill left the Senate, we had a section 402 (a) under 
which the President may encourage and promote voluntary controls. Jf volun- 
tary controls fail, the Senate bill then provided that the President may apply 
mandatory controls, and in so doing price ceilings must be applied across the 
board, and ceilings on wages must be established at the same time” (Congres- 
sional Record, Senate, p. 14281, September 1, 1950). 


Report of Senate Banking and Currency Committee (S. Rept. 2250, 8lst Cong., 
2d sess.) 
The report of the Senate Banking and Currency Committee contains the 
following with reference to section 402: 
“Your committee is of the opinion that, by and large, the country is anxious and 
willing to support the national defense program on a voluntary basis. This sup- 
port must be turned into useful and helpful channels. One of the problems which 
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arises in connection with any voluntary efforts on the part of industry is the risk 
that it runs of unintended violations of the antitrust laws or the Federal Trade 
Commission Act. In order to protect those who are willing to undertake these 
voluntary programs and agreements from suffering penalties under these laws and 
equally important in order to insure that these voluntary agreements and pro 
grams are so conducted as to reduce to the minimum the danger that serious and 
permanent harm to our free competitive enterprise will result from these coopera- 
tive efforts provisions have been included providing for exemptions from the anti- 
trust laws and Federal Trade Commission Act for actions taken at the request of 
the President in order to promote the national defense. Your committee recog- 
nizes the dangers inherent in these programs and urges that the greatest of care 
be exercised in carrying them out. On the other hand the committee recognizes 
the benefit to the national defense which can properly result from such programs 
and urges that they be vigorously promoted in order to make the maximum use of 
the patriotic cooperation of industry and the public generally” (p. 6-7). 

Subsection 402 (a) —This subsection provides that the President may encourage 
and use voluntary action by business, agriculture, labor, and consumers to con- 
tribute to economic stabilization. While no specific measures can be prescribed 
for this purpose in the bill, in fact much can be done on an entirely voluntary 
basis to restrain the inflationary forces. Your committee has noted with some 
concern the disturbing efiects on the economy of scare buying, speculation, and 
hoarding by individual consumers and businesses in the weeks since June. We 
concur in the admonition of the President to these individuals and organizations 
that such action will only hasten the time when controls must be applied. It 
would be particularly unfortunate if, even in the face of plentiful supplies, these 
short-sighted tactics were to make it necessary to impose controls which might 
otherwise be deferred or avoided altogether (bill pp. 39 and 40) (p. 32 

Senators Fulbright, Douglas, and Flanders filed separate statements of views 
in connection with this report. The following is relevant: 

“If these selective controls and voluntary efforts were not successful, and if 
the cost-of-living index increased to the prescribed point, the President would be 
directed to impose such general measures of control over wages, prices, and 
quantities, including those at the retail level, as would protect the people from 
the consequences of widespread inflation” (p. 53). 

Conference report (Rept. 3042, 81st Cong., 2d sess.) 

This report states in part: 

“Both the House bill and the Senate amendment contained provisions exempt- 
ing from the prohibitions of the antitrust laws of the United States or the Federal 
Trade Commission Act actions taken at the request of the President and found by 
him to be in the public interest as contributing to the national defense. The Sen- 
ate amendment in a subsection which was not included in the House bill, placed 
emphasis upon consultation of the President with representatives of industry, 
husiness, financing, agriculture, labor, and other interests with a view to eneour- 
aging the making by such persons, with the approval of the President, of voluntary 
agreements and programs to further the objectives of the act” (p. 38). 


PRICE STABILIZATION BY VOLUNTARY ACTION BEFORE MANDATORY CONTROLS ARE 
IMPOSED 


l. REQUIREMENT OF VOLUNTARY ACTION AS THE FIRST STEP IN PRICE CONTROI 


Section 402 (a) of the Defense Production Act of 1950. and Executive Order 
10161 2 contemplates an initial effort to “promote and encourage” voluntary action 
on the part of business and industry for the purpose of achieving price stabiliza- 


1 Sec. 402. (a) In order to carry out the objectives of this title, the President may 
encourage and promote voluntary action by business, agriculture, labor, and consumers. In 
proceeding wader this subsection the President may exercise the authority to approve 
voluntary programs and agreements conferred on him under sec. 708, and may utilize the 
services of persons and agencies as provided in sec. 710. 

* Sec. 401. (b) The Administrator shall seek to preserve and maintain the stabilization of 
the economy. To this end he shall: “* * * (2) Inform the public, agriculture, in 
dustry, and labor concerning the need for stabilization and encourage and promote voluntary 
aetion to this end.” 

Sec. 701. (a) The functions conferred upon the President by sec. T08 (a) of the Defense 
Production Act of 1950 are hereby delegated as follows: “* * * (38) To the Economic 
Stabilization Administrator with respect to stabilization.” 
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tion.® Since section 402 (b) of the act authorized mandatory controls “To the 
extent that the objectives of this title cannot be attained * * *” by voluntary 
action, an attempt to bring about voluntary action is required before mandatory 
controls may be imposed. 

The condition imposed upon the Administrator of undertaking voluntary action 
preliminarily does not mean that he is required to resort to futile action or that 
in all situations there is a time barrier to the imposition of effective controls. In 
proper circumstances, a finding that the objectives of the act cannot be “attained” 
by voluntary action will satisfy the requirement. For example, the shapeless 
character of a particular industry, a multiplicity of units, or an inherent inability 
to work out devices for achieving an agreement that would be acceptable to a 
sufficiently broad segment of the field involved, might warrant the imposition 
of compulsory controls without resorting preliminarily to voluntary action. A 
finding should then be made in substantially the statutory language that the 
objectives of the act cannot be attained by voluntary action. But, as a general 
matter, voluntary action should first be tried since the provisions for consultation 
with interested economic groups for their views and assistance in stabilizing the 
economy reflect congressional acceptance of the theory that voluntary Ccoopera- 
tion can accomplish much to promote the objectives of the act. 

The Emergency Price Control Act of 1942 contained a similar provision au 
thorizing voluntary arrangements or agreements. It read as follows: 

“Sec. 5. In carrying out the provisions of this Act, the Administrator is au- 
thorized to confer with producers, processors, manufacturers, retailers, whole 
salers, and other groups having to do with commodities, and with representa- 
tives and associations thereof, to cooperate with any agency or person, and to 
enter into voluntary arrangements or agreements With any such persons, groups, 
or associations relating to the fixing of maximum prices, the issuance of other 
regulations or orders, or the other purposes of this act, but no such arrangement 
or agreement shall modify any regulation, order, or price schedule previously 
issued which is effective in accordance with the provisions of section 2 or section 
206. The Attorney General shall be promptly furnished with a copy of each such 
arrangement or agreement.” 


Il. SUBJECTS WHICH MAY BE COVERED BY VOLUNTARY ACTION 


The Administrator is authorized “to consult * * * with a view to encour- 
aging the making * * of voluntary agreements and programs to further 
the objectives of this act’ (see. TOS (a)). Except for the latter phase, there 
is no limitation on the purposes for which voluntary action may be requested. 
The Administrator may propose action addressed to the prevention of specula- 
tive and abnormal price increases, profiteering, hoarding, manipulation, specu 
lation, disruptive practices, and any of the other purposes specfiied in sections 
2 and 401 of the act. 

Despite the broad latitude, there are two specific problems which immedi 
ately come in mind: 

(a) The Administrator lacks the power to establish or maintain ceilings for 
agricultural commodities below specified legal minimum. This prohibition, 
however, would probably not preclude the Administrator from instituting a 
voluntary program for the purpose of fixing lower prices then the minima pre- 
scribed in section 402 (d) (3)—that is, parity prices, ete. 

(b) Authority to stabilize prices may not be exercised with respect to prices 
or rentals for real property, prices or rentals for books or newspapers; rates or 
fees charged for professional services; rates charged by newspapers, theaters, 
radio or television stations, sellers or underwriters of insurance, or common car- 
riers (sec, 402 (e)). Section 402 (e) provides that “the authority conferred 
by this title IV shall not be exercised with respect to * * *” those ecommodi- 
ties and services. It might be argued that since section 402 (a) which author- 
izes the Administrator to approve voluntary programs and agreements is within 
title IV, he may not utilize voluntary action in the above fields. This subject 
needs additional study, particularly since other public regulatory agencies may 
be involved. Such further study may disclose that Congress intended that the 
authority conferred by section 708 (a) would afford a sufficient basis for vol- 


* This memorandum deals solely with the problems of price stabilization. Whatever may 
be the extent of the tie-in between mandatory prive and wage controls (the subject of a 
separate memorandum) separate treatment of price and wage problems is permissible at the 
level of voluntary action. 
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untary action in these fields as well as others, so long as such action is deemed 
by the Administrator to further the objectives of the act.’ 


Ill. NATURE OF GROUP TO BE CONSULTED 


A. In general.—The mechanics of voluntary action are contained in section 
708 (a) of the act which authorizes the Administrator to “* * * consult with 
representatives of industry, business, financing, agriculture, labor, and other 
interests, With a view to encouraging the making by such persons * * * of 
voluntary agreements and programs to further the objectives of this act.” Sec- 
tions 402 (a) and 70S (a) give the Administrator the greatest possible latitude 
in calling together representatives of these groups for the purpose of obtaining 
voluntary action. Both sections are couched in completely permissive language 
and no other section of the act impairs or limits the power of the Administrator 
in this respect. Except as indicated below in paragraph IIT B, in respect of the 
creation of business advisory committees, the Administrator has complete dis 
cretion as to the number and composition of the consulting body and the form 
that the consultation shall take. Specilically, there is no requirement as to the 
nature of the invitation to be extended or the manner in which the consulting 
body is to be invited to consult, the way in which the group is to conduct its 
meeting or consultation, the scupe of the agenda, or the form in which the re 
quest for action should be embodied. 

The statute does not require that an equal number of representatives of each 
of the economic categories mentioned in section TOS (a) be consulted or, in 
deed, that more than one of the categories be included. If, however, the Ad- 
ministrator should deem it desirable, any mixture of several categories can be 
utilized. There is no bar to labor representation, if desired, at any particular 
meeting. Nor is there any requirement that the group invited to a meeting be 
confined to representatives of any specific business or industry. For example, 
representatives of all vertical units of an industry might be called to a meeting, 
or sellers of related products might be called to a joint meeting. 

B. Business Advisory Committees.—Section 701 (b) (ii) direets the Adminis- 
trator to appoint business advisory committees “* * * for purposes of con- 
sultation in the formulation of rules, regulations, or orders, or amendments 
thereto issued under authority of this act * * *” These permanent business 
advisory committees are designed to carry out the intent of Congress that small 
business enterprises be encouraged to make the greatest possible contribution 
toward achieving the objectives of the act. Accordingly, each of such committees 
should embody a “fair representation for independent small, for medium, and for 
large business enterprises, for different geographical areas, for trade association 
members and nonmembers, and for different segments of the industry.” 

The committee or group envisaged by section 701 (b) (ii) is primarily intended 
as a permanent body for use in the administration of the act. Use of such com- 
mittees and consultation, when practicable, with industries affected by pricing 
measures, is required (secs. 404 and 709) only when regulations or orders are 
issued, and, therefore, they are not indispensable for voluntary action. Neverthe- 
less, the formation of such committees, or their use when available, for the pur- 
pose of sponsoring voluntary action would be within the spirit of the act and the 
Administrator would be well advised to proceed accordingly. A separate memo- 
randum is submitted dealing with the creation and operation of such groups. 
The formation, Composition, and operation should conform to the criteria 
established in the letter of November 7, 1950, from Deputy Attorney General 
Peyton Ford to Mr. Valentine. 


IV. PROCEDURE AT THE MEETING 

Section 708 (b) of the act provides that at least 10 days before issuance of a 
request for voluntary action, the Administrator must consult with the Attorney 
General and the chairman of the Federal Trade Commission. If an opportunity 
is afforded those officials to attend the preliminary meeting, the 10-day period 
would presumably start to run at that time. In order to obviate any question 
of compliance with the 10-day requirement if the need for urgent action should 
arise, it is suggested that at the time a call for the first meeting is issued, a letter 
should be addressed to the Attorney General and the chairman of the Federal 
Trade Commission notifying each that in accordance with statutory require- 


4H. Rept. No. 2759, 8ist Cong., 2d sess., p. 13. 
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ments, the Administrator is informing him of the proposed meeting and is inviting 
his views on the meeting and his participaton therein. 

To the extent that there are any restrictions on the manner in which voluntary 
action is put into effect, they stem from the provisions of sections 708 (b) and 
(c) of the act and section 701 (c) of Executive Order 10161. These sections re- 
quire consultation with the Attorney General and the Chairman of the Federal 
Trade Commission on any proposed action, and approval of the former official be 
fore the Administrator “requests” any action of industry. This requirement must 
be met in every situation which constitutes a request for adherence to a voluntary 
agreement or program, regardless of informality. Thus, even if the request takes 
the form of telephone calls to various firms, the request should first be cleared 
with the Federal Trade Commission and the Department of Justice. This pro- 
cedure is necessary if the persons engaging in the voluntary action are to acquire 
exemption from the antitrust laws and the Federal Trade Commission Act. 

It should be noted, however, and members of the consulting group should be 
so advised, that except for action taken pursuant to the Administrator’s request, 
after approval by the Attorney General, members of the group have no general! 
immunity from the legal limitations (such as the antitrust laws) imposed upon 
persons taking action together. It is important to emphasize that the functions 
of such groups must be purely advisory and determination of action to be taken 
must be made solely by Government representatives. 


V. SUGGESTED FORMS OF VOLUNTARY AGREEMENTS 


The statute is silent as to the specific content of the voluntary agreements or 
programs except for the general guide that they should be designed to further 
the objectives of the act. The request by the Administrator for action may be in 
any form; that is, it may be a simple letter or telegram to a single firm asking 
it to impose a “freeze” on its prices as of a certain date, or to adhere to a schedule 
of prices which the Administrator deems fair, or it may be a formal agreement 
with all members of an industry embodying any one or more of a variety of 
pricing techniques. The possible variations are many, depending upon the situa 
tions that confront the Administrator at a particular time and upon the segment 
of the economy which is involved. If, however, the Administrator should decide 
to proceed by any way of formal agreements, the following provisions are sug 
gested for inclusion in such an agreement: 

(1) A recital that the Administrator is acting pursuant to sections 402 (a) 
and 708 of the act. 

(2) A statement that the volunary agreement is being executed in considera 
tion of the fact that the Administrator is refraining for the present from issuing 
a regulaion fixing ceiling prices. 

(3) A statement that the Administrator is entering into the agreement for 
the benefit of the general public and specifically in behalf of purchasers and 
prospective purchasers of the materials and services involved.’ 

(4) A pricing provision on the basis of standards for voluntary action. This 
is a matter for decision by the Administrator. It is not. legally necessary, but 
it may be desirable, that such standards be the same, and have the same eco 
nomic support, as those which would be involved in mandatory controls. 

(5) A statement that nothing in the agreement shall be construed to prevent 
the performance of contracts entered into in good faith prior to the date thereof 
hetween the producer, etc., and a purchaser at prices higher than those provided 
in the agreement. 

(6) A provision requiring records to be kept and reports to be filed with the 
agency. 

(7) A provision for adjustments or exceptions in case of hardship or in 
equities. ‘ 

(8) A provision that the agreement may at any time be superseded in whole 
or in part at the discretion of the Administrator by a ceiling price regulation 
or order issued under the act. 

(9) A termination date. 

Several of the voluntary agreements used by OPA were selected at random 
and are attached. It will be noted that in some instances the OPA entered into 
“formal agreements” by sending out freeze letters requesting the recipient to 
refrain from advancing prices, to furnish information as to present prices, and 


* This provision would lay the groundwork for a possible cause of action by a third 
party beneficiary—which, however, is a doubtful sanction. 
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to sign and return an enclosed form of agreement. On other occasions, letters 
were sent out by the OPA requesting the recipient to refrain from advances in 
prices, requesting him to furnish information concerning present prices, and 
further requesting that a statement be returned to OPA promising that prices 
would not be raised without notifying OPA in advance. It is important to keep 
in mind that there should be an express promise to comply so that a legal agree- 
ment may thereby be achieved. 


VI. APPROVAL OF THE ATTORNEY GENERAI 


Before submitting a request to the industry for voluntary action, the Admin 
istrator should obtain the approval of the Attorney General. <A list of the 
individuals or groups whose adherence to the arrangement is to be requested 
should be furnished the Attorney General, at the same time that the voluntary 
agreement or program is submitted. 


VII. REQUEST FOR ACTION 


Upon the receipt of notification of approval from the Attorney General, the 
Administrator may issue his request to the industry, provided, however, that at 
least 10 days have elapsed since the initial consultations with the Attorney Gen 
eral and the Chairman of the Federal Trade Commission. In making the request 
of industry, the Administrator should include a finding that the proposed action 
is in the public interest as contributing to the national defense (sec. TO8 (b)). 


Vill, FURNISHING COPIES OF REQUESTS 


Section 70S (b) requires copies of each request for action, or modifications or 
withdrawals thereof, to be furnished to the Attorney General and Chairman of 
the Federal Trade Commission when made. If the request is made orally, the 
substance should be reduced to writing for submission to these officials. Unless 
a modification is tantamount to a new request, consultation or approval as 
provided for in section 708 (c) would seem unnecessary. 


IX. PUBLICATION 


Except for situations in which publication of the request for action would, in 
the opinion of the Administrator, endanger the national security, he is required 
to have the request published in the Federal Register. Although no time for 
this is specified in the statute, it is our opinion that publication should be made 
simultaneously with the issuance of the request. Matters are deemed published 
in the Federal Register when they are filed for publication with that division 
It is understood that the Federal Register will print copies of the request and 
mail them to the parties on the day preceding its appearance in the Federal Reg- 
ister so that receipt by the parties of the request and its publication in the Federal! 
Register will probably be contemporaneous. 


QUESTION 13 


What items has OPS decontrolled to date that it has authority to control? 


(The following is in response to question 5 and the discussion on 


p. 1246.) 


LIST OF DECONTROLLED COMMODITIES AND SERVICES 


GOR 1. Sales of blind-made goods by non-profit-making agencies for the blind 

GOR 2. Sales to the United States, its agents and suppliers. 

GOR 3. Exemption of certain rubber, chemical, and drug commodity trans 
actions: 

1. Exemption of certain chemical commodity transactions : 


(a) New chemicals 

(b) Experimental chemicals 

(c) Certain reagent chemicals 

(d) Butadiene derived from nonpetroleum sources when sold for use in 
the manufacture of synthetic rubber 

(e) Certain fertilizer materials (28 items) 

(f) Uranium compounds 
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Exemption of certain drug commodity transactions : 


(a) Hog-cholera virus and anti-hog-cholera serum 
(b) Certain crude domestic botanical drugs (over 200 items) 


Exemption of certain rubber commodity transactions: 
(a) Experimental rubber products 
GOR 4. Exemptions of certain consumer soft goods: 


1. Certain Indian and Eskimo handicraft objects 
Feathers 
Kenaf fiber 


GOR 5. Exemptions of certain consumer durable goods: 


Sphygmo-oscillometers 

Hand-woven, imported oriental rugs 

“Precious stones” and “precious jewelry” 

Certain notions and novelties (14 items) 

Certain personal accessories (9 items) 

Certain household accessories (13 items) 
. Certain housewares (5 items) 

Certain equipment and supplies (4 items) 

Certain pet supplies (6 items) 

Certain furniture: 


(a) Custom-built household furniture 

(6) Hand decorated articles of furniture rebuilt from substantially 
ferent articles of used furniture 

(c) Spinning wheels 


Custom-built pipe organs 
Certain sporting goods (3 items) 


GOR 6. Exemptions relating to specified nonprofit organizations: 


Sales of Girl Scout and Boy Scout supplies 
Sales by Future Farmers of America 
Sales of CARE relief packages 
Sales by the Salvation Army 
Sales of 4-H supplies 
Sales of Camp Fire Girls supplies 

7. Sales by Goodwill Industries 


GORT. Exemption of certain food and restaurant commodities, inedible 
products: 


Certain inedible products 
Specialty food items (over 50 items) 
Safflower oil and safflower seeds 
Natural or distilled water 

Fur seal meal 

Corn cobs 

Edible molasses 

Rare packaged domestic whisky 
Honey 

Popcorn, popped and unpopped 
Sorghum syrup 


MR. 8. Paper, paperboard, converted paper and paperboard products, allied 
products and services: 

New cotton, linen, and underwear cuttings 

Exemption of sales of commodities which have editorial content, express 
ideas, or disseminate information and services related thereto 

Exemption of services of driving, booming, and the rafting of pulpwood in 
the northeastern States 

Exemption of sales of special reproduction book matches 


xOR 9. Exemption of certain industrial materials and manufactured goods : 


1. Sales of raw mica 
» 


2. Sales of mica parts 
3 Sales of tungsten ores 
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Sales to any agency of the United States Government of tungsten concen- 
trates processed from ore produced outside of the United States, its Terri- 
tories, Or possessions 

Sales of certain defense materials (approximately 50 items) 

Sales by producers and resellers of dimension and building stones 

Sales and installation services by producers and resellers of monuments and 
memorials 

Sales and installation services by producers and resellers of architectural 
terra cotta 

Sales of raw asbestos 

Sales of beryl ores 

Sales of chrome ores 

Sales of cobalt ores, oxide and metal, and conversion services 

Sales of columbite-tantalite ores 

sales of natural graphite 

Sales of kyanite and related ores 

ales of Mangunese ores 

ales of domestic mercury 

ales of acid grade fluorspar 

ales of antique automobiles 
sales of domestic antimony ores 
ales of graphite foundry facings 
ales of synthetic crystals 

Sales of rutile ores and concentrates and services of mining and processing 
rutile ores and concentrates 

Suspensions : 

(a) Secret contracts 

(b) Developmental contracts 

(c) Emergency purchases 

(d@) Ships 

(e) Repair or conversion of ships 
(f) Aireraft and aircraft parts 

Temporary suspension of application of ceiling price regulations to sales of 
certain new ships by shipbuilders and to repair and conversion of ships 


GOR. 11. Exemption of sales by certain Federal instrumentalities : 
1. Veterans Canteen Service 
GOR 12. Certain solid fuel exemptions: 


1. Anthrafilt and seacoal facing 
2. “Philterkol”’ 


GOR 14. Excepted services (approximately 100 professional, personal, business, 
financial, and recreational services) 


GOR 19. Sales by Federal and District of Columbia penal institutions 
GOR 23. Territorial exemptions (exemptions from price control all Territories 
and possessions except Alaska, Guam, Hawaii, Puerto Rico, and the 
Virgin Islands) 
QJUESTION 14 


What have you done to simplify reporting requirements under title 1V? 


(The following is in response to question 14.) 


Under the Federal Reports Act every reporting requirement has to be approved 
by the Bureau of the Budget which is charged with the responsibility of seeing 
to it that the burden on business is kept to the minimum necessary, 

OPS, however, has taken additional steps to the same end. The agency has 
established a Survey Review Division which screens all reporting requirements 
before they are submitted to the Bureau of the Budget for approval and which 
uses even stricter yardsticks than the Bureau of the Budget. 

In addition, the Clearance Committee, which must approve every regulation 
before it is submitted to the Director for signature, has specifically been in- 
structed to screen reporting requirements once more, They sometimes eliminate 
or reduce requirements already approved by the Survey Review Division and 
the Bureau of the Budget. 
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In addition to these precautions to minimize reporting requirements general) 
certain industries have specifically been exempted from reporting requirements 
that otherwise would have applied to them. For instance, a number of weeks ago 
some reporting requirements for the wool textile industry were eliminated 
The cotton and synthetic textile industry has been permitted to price unde: 
GCPR instead of specific regulations otherwise applying to them; with prices as 
low as they are this does not affect their ability to sell at market prices but 
eliminates many reporting requirements. 

Similarly, a number of commodities that would normally be priced under the 
the General Manufacturers’ Regulation, CPR 22, were allowed to remain under 
GCPR with the same effect of eliminating the reporting requirements. These 
include such various items as builders’ hardware, a great many kinds of paper, 
radio receivers and other products of the electronic industry, chemicals, supe: 
phosphates, and many other chemical products. 

As a result of all this we believe that in an overwhelming number of instances, 
reporting requirements have been kept to the unavoidable minimum. Neverthe 
less, our committee for the study of relaxation of controls just recently decided 
to assign a high-level staff member to a specitic review of reporting requirements 


QUESTION 15 


Why hasn't OPS made faster progress toward setting dollars-and-cents ceilings 
particularly in the food field, as it said it wanted to last year? 


(The following is in response to question 15.) 


OPS has probably not made as rapid progress toward dollars-and-cents ceil- 
ings as it hoped a year ago. There are several reasons for this. 

One reason is the continuance of many farm products below parity. Dollars 
and-cents retail ceilings would have to be set to reflect the full parity price, thus 
providing no effective control over processing and distributive margins so long 
as the basic farm product is below parity. 

A second reason is one that we have already discussed at great length—the 
existence of certain “soft markets” in limited sections of the food trade. 

A third is simply the extreme complexity and difficulty of the problem, I can 
illustrate this by our work on distributors’ dollar-and-cents ceilings for pork 
veal, and lamb. Our staff has been working on these ceilings for months, relying 
heavily on the advice of trade consultants and our advisory committees. More 
recently, issuance of these regulations has been delayed to consider the request 
of our advisory committees that we leave these products under their interim 
mark-up regulations. 

But we have made progress. After many months of careful prenaratory work, 
we began, on February 1, some trial experiments in community pricing in Fresno, 
Fargo, and Jacksonville. We are studying the results of these experiments with 
great care, so that our ultimate decision as to the extension of this method of 
dollar-and-cents pricing may be the correct one. 


QUESTION 16 


Where market prices have been below ceilings for an extended period, why does 
OPS need any more reports than are necessary to show that the price is under 
price ceiling? 

Answer is contained in Mr. Arnall’s remarks on policy in soft markets. See 

testimony beginning at page 1254.) 


QUESTION 17 


How do you reconcile the figures in your testimony, Mr. Arnall, with that of Mr. 
3ehrens National Retail Furniture Association. He quoted you as saving 
bedroom sets are 1 to 2 percent below ceiling prices and living-room sets 1 to 2 


percent below ceiling prices. Mr. Behrens said he had three examples where 


they are down to 3 and 6 percent under ceilings. 
(The following is in response to question 17.) 


My figures on retail prices were based on the information received from the 
Burean of Labor Stafistics which checks prices in 56 cities, and in several stores 
n each city and averages these prices. It could well be that in three stores 
cited hy Mr. Rebrens prices were somewhat below the average. They were un 
doubtedly above the average in other stores 
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QUESTION 158 


Can you convince the committee that the other figures you submitted are accu- 
rate? What assurance is there that they are not based on erroneous statistics? 


(The following is in response to question 18.) 


The figures I submitted were based on extensive statistical work done by the 
bureau of Labor Statistics and by our own Division of Research and Statistics. 
This work was initiated for our committee studying relaxing of controls and the 
cotmmittee received a full report on the statistical data and methods used. Staff 
members in whose judgment I have full confidence, have assured me that the data 
and methods tsed are the best known for this purpose. 


QUESTION 19 


How much weight does OPS give to recommendations of the International Ma- 
terials Conference? 


(The following is in response to question 19.) 


No official price recommendations were made to OPS on the basis of any reso- 
lutions adopted by the International Materials Conference. 


(The following is in response to the inquiry on p. 1233.) 


HeERLONG AMENDMENT 


Three basic criticisms have been made of OPS actions under the Herlong 
amendment. They are: 

(1) That OVS has innproperly denied the benefits of this amendment to sellers 
governed by regulations issned prior to July 31, 1951; 

(2) That OPS has improperly failed to recognize the individual historic mark- 
ups of individual sellers; and 

(3) That OVS has improperly failed to permit percentage mark-ups to trades 
and industries which have customarily priced on the basis of dollar-and-cents 
rather than percentage mark-ups. 

I shall discuss these points in order. 

(1) The amendment clearly is not applicable to regulations issned prior to 
July 31, 1951. As originally introduced, the Herlong amendment provided: 

“No rule, regulation, or order or amendment thereto shall be issued under 
this title, which shall deny to a seller of a material, at retail or wholesale, his 
customary percentage margin over his cost of the material during the period 
May 24, 1950, to June 24, 1950, or on such other nearest representative date 
determined under section 402 (c¢). * * *” 

This amendment was defeated in the Senate. 

In the House an identical amendment was introduced by Congressman Herlong 
which was agreed (97 Congressional Record 8745). 

In the conference committee one of the changes made in the amendment was 
to add the word “hereafter” to make the amendment apply only to regulations 
issued after July 31, 1951. As the conference committee report stated: “The 
House amendment was revised so as to be inapplicable to regulations issued prior 
to the date of enactment of this amendment.” 

The principal complaint in this regard has been made by food distributors, who 
are subject to percentage mark-up regulations issued in March 1951. The com- 
plaint is that the mark-ups provided in these regulations are below those cus- 
tomary during the period May 24 to June 24, 1950. 

A study of historical mark-ups for food distributors—of whom there are 
roughly half a million—is a project of tremendous magnitude. The study which 
OPA used to develop customary mark-ups took several years and cost hundreds 
of thousands of dollars. 

With the assistance of the Bureau of Labor Statistics, we are presently engaged 
in a similar study. In fact, interviewers are probably working in a sample 
of stores throughout the country right today. These data,-when compiled and 
tabuplated, will permit us to evaluate the complaint. ‘This survey will take time 
but it is worth wating for. A smilar survey conducted by the Bureau of Labor 
Statistics in OPA days resulted in some of the most successful regulations ever 
issued by that agency. Under these regulations prices were stabilized and yet 
retailers realized record profits. The regulations won the complete approval 
of the courts. 
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In the meantime, we propose to make no changes in our dry grocery regulations 
(CPR 14, 15, and 16) unless it can be shown that they are not generally fair and 
equitable. We have made sincere efforts to obtain any information which would 
support claims to the effect that they are not. 

For example, in December 1951, we sent questionnaires to a carefully-selected 
sample of 1,075 wholesale and retail grocers to obtain theinformation upon which 
we could decide whether or not a ceiling price increase was necessary. Despite 
two follow-ups to our original letters, we received only 234 usable replies. In 
addition, this February. we sent out questionnaires to 9S chain stores. Despite 
follow-ups and the cooperation of trade associations, we received only 33 usable 
replies. If, as has been represented to this committee, and has been representd 
to OPS, retail and wholesale grocers were squeezed by OPS ceilings, we might 
have anticipated a substantially higher percentage of replies since retailers and 
wholesalers would have been anxious to give us the data justifying price in 
creases. As it is, in order to minimize the burden on industry, OPS had limited 
the number of questionnaires it mailed out to the minimum Consistent with sound 
sampling procedures. The small percentage of replies reduced the sample below 
the level of minimum sampling which statisticians consider necessary as a basis 
for any sound determination. 

In the absence of a survey of the kind now being undertaken, the only possible 
way in which OPS could assure compliance with the Herlong amendment for 
food distributors would be to develop some technique by which each individual! 
seller would compute his own historic mark-up. I discuss this proposal in con 
nection with the second complaint. 

(2) The second complaint is that OPS does not permit each individual seller 
his own individual historical percentage mark-up. This clearly is not required 
by law. 

As introduced, both in the House and Senate, the original amendment was 
applicable to “a seller of a material at retail or wholesale.” As finally approved 
by the conference and enacted into law, the amendment was revised so as to be 
applicable to “sellers of materials at retail or wholesale.” 

In the original version, the Herlong amendment would have been applicable 
to each seller of each material. The difficulty with the provision was that it 
would have precluded OPS from establishing uniform dollars-and-cents ceiling 
prices for a group of sellers in an industry, unless the uniform prices were fixed 
at the highest level of a seller in an industry. The conference committee recog 
nized this difficulty and changed the House amendment, as the conference report 
stated, “to permit the President to comply with its provisions by maintaining 
customary percentage margins for groups of sellers, or groups of commodities 
rather than for each seller of each material.” 

The conference committee report stated that “this change would facilitate 
administration of regulations prescribing uniform dollars-and-cents ceilings of 
percentage margins for groups of sellers or groups of commodities.” 

More significantly, however, a requirement of individual percentage mark-ups 
would be unfair to both sellers and consumers and would seriously impede the 
stabilization program. 

(a) Unavailability of records—In response to a question from Senator Spark 
man last Thursday, the spokesman for the National Association of Retai 
Grocers testified that most independent retail grocers would not have the records 
needed to determine individual pre-Korean margins. Our information indicates 
that this is equally true of retailers and small and medium wholesalers in almost 
all other fields. To the extent that this is true, individual mark-ups would be no 
solution and we would again have to face the survey problem I have already 
referred to. 

(b) Burdens on sellers.—There are a few fields in which records may be 
available. Retail liquor dealers are required by most State laws to keep fairly 
full records and it was, therefore, believed they, of all retailers, would have 
records. OPS therefore recently prescribed the individual mark-up technique 
for retail sales. The result has been a flood of protests from these retail sellers 
who complain bitterly of the tremendous burden of making for each size, type. 
and brand—of which there are thousands—all the computations necessary for 
determining individual percentage mark-ups. To relieve this burden, an amend- 
ment is now being prepared to substitute standard average mark-ups for individ 
ual mark-ups. Retail grocers carry from 1,500 to 3,000 items and there is no 
reason to believe that they would welcome the overwhelming job of computation 
any more than would retail liquor dealers. 
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(c) Individual mark-ups are unfair.—Even if these burdens could be put aside, 
the benefits some retailers expect from individual mark-ups will often prove 
illusory. It is fairly certain that within every competitive group of retailers 
or wholesalers there will be one or more sellers who will have a lower mark-up 
and hence lower ceiling prices than the bulk of his competitors. Whenever this 
is true, the actual selling prices of the whole group will necessarily seek the 
level of the seller with the lowest price. This will happen where, for example, 
one or more retailers were selling given items at sale prices, as loss leaders, or 
otherwise during the month pre-Korea. In such cases, which our experience in- 
dicates is widespread, the individual mark-up technique will work a real hard 
ship. Since a standard mark-up or dollars-and-cents ceiling could never produce 
such a result, not even sellers can have any assurance of real benefits from a 
requirement of individual mark-ups. 

(d) Standard mark-ups.—A statutory requirement that the individual mark 
up technique must be used for all wholesalers and retailers would make impos- 
sible the use of the standard mark-up technique. Under the latter, OPS pre- 
scribes a standard mark-up for each category of items handled by the seller. 
The mark-up is based on the mark-ups actually used by a scientifically selected 
sampling of sellers in a base period. 

(e) Dollars-and-cents ceilings.—Individual mark-ups would destroy uniform 
dollars-and-cents retail ceiling price regulations. It is generally agreed that 
from every point of view—the seller, the consumer, and price stabilization—the 
flat dollar-and-cents ceiling price is the best known pricing technique. It is best 
for the seller because it completely removes any need for calculation: for the 
consumer, because he knows at all times the ceiling price for a given item and 
can readily tell whether he is being overcharged; for price control, because it 
makes possible simpler regulations and makes price control much more effective 
and economical. If individual percentage mark-ups should be required, all the 
dollars-and-cents ceilings already issued would have to be rescinded. This would 
include, as an example, retail beef ceiling prices. Moreover, the community 
pricing program for dry groceries, now in the experimental stage, could not go 


forward either as an experiment or as an established technique. This would 


have to be abandoned even though the flat price unquestionably met both the fair 


and equitable standards and the Herlong amendment. 
Complaint on the score that individual mark-up experience is not recognized bi 
OPS was made not only by food distributors, but 


also by representatives of 
automobile dealers. 


Certain dealers, particularly in parts of the Southwest, have 
alleged that they have normally obtained higher markups than dealers generally 
The facts are not entirely clear. We have scheduled a public hearing on this 
matter, beginning next Monday. Based on the facts as they emerge, I 
that a proper decision will be reached. 

(3) The third complaint refers to cases in which dollar-and-cents margins 
have been customary. This complaint Was made primarily by coal dealers 

The hearings and debates on the Herlong amendment indicate that its principal 
objective was to preserve historical mark-ups and pricing practices for whole 
salers and retailers. Testimony had indicated “need for maintenance of the 
May-June 1950 margins of profit to retailers operating on a percentage discount 
or markup basis.” (Report of Senate Banking and Currency Committee, S. Rept 
170, S2d Cong., Ist sess., p. 15.) 


wm sure 


On the other hand, if percentage margins were guaranteed to sellers who 
customarily used dollar-and-cents mark-ups, rather than percentage mark-ups. 
the result would be not to maintain historical pricing practices but to create new 
pricing practices. Such a result would be contrary to the languave of the Herlong 
amendment and the objectives which the Congress sought to achieve. 

To take a specific example, suppose that retailers of a particular commodity 
have customarily added a mark-up of $1 per unit, regardless of whether the unit 
cost $5, $10, or $20. This group of distributors has thus faced a very sharn 
price fluctuation before, and customarily used a fixed dollars-and-cents margin 
rather than a percentage margin in setting the sales price. Such a pricing prae- 
tice generally is true where the prices of the commodities dealt in fluetuate 
much more sharply than operating costs. To allow this group now a percentage 
mark-up over cost would not only have the effect of requiring the creation of 
hew pricing practice, but it would provide a windfall to distributors whose com- 
modity costs had increased after Korea. For example, suppose the cost of 
commodity had risen to four times its pre-Korean level. If distributors of this 
commodity who have customarily used a dollars-and-cents margin were now to be 
given a percentage margin in fixing a sales price, they would get four times the 


¢ 
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dollars-and-cents margin which they received before Korea. This would be s 
fantastic increase, one which is neither required by the Herlong amendment no: 
by considerations of fairness and equity. 

Coal dealers cannot claim that OPS mark-ups fail to satisfy the Herlong 
amendment. ODS is, however, now engaged in a large-scale survey of cou! 
dealers’ operating results, designed to test whether present ceilings are generally 
fair and equitable. If we find that they are not, they will be revised. 

Administration of the Herlong amendment is not easy. 

Ascertaining pre-Korean percentage mark-ups is an exceedingly difficult task 
For one thing most small retailers do not have the records of their costs and 
sale prices during the May—June 1950 period. Even the records of those large 
retailers who have available records must be carefully scrutinized because of thei 
obvious interest in persuading OPS that their mark-ups were high. We have 
learned that we cannot even rely on the testimony of witnesses before congres 
sional committees. For example, Mr. Elisha Hanson, representing Safewa; 
Stores, testified before this committee that “realized grossed margins under CPR 
25, revised, were approximately 10 percentage points lower than the margins 
specified in the Herlong amendment.” 

In a protest filed with OPS, Safeway claimed that the following margins were 


> > 


obtained on beef before Korea and under CPR 25, revised : 


CPR 25, 
revised, 
percentage 


Pre- Korean 


Division 
percentage 


New York 19. 10 9.35 
Dallas 17.91 12. 62 
Portland ‘ 21.01 


On September 7, 1950, hearings were held before the Gillette subcommittee. 
which was inquiring into unjustified charges imposed between producer and 
consumer. J. Arnold Anderson, price maker for Safeway’s Washington division, 
testified that Safeway in Washington, D. ©., obtained the following gross per 
centage profit margins on beef: 

Gross percentage 

profit margins 

May > oe - 7. 29 
June 1, 1950 ; ; ; ; 5 : 8.18 
June 8, 1950__- ei Esha rs : ‘ O07 
June 15, 1950 ; . ie bbe chiee . 67 
June 22, 1950_- cas nets. : UT. 5s 


‘Hearings before a subcommittee of the Committee on Agriculture and Forestry, 81st 
Cong., 2d sess., pt. 5, pp. 2336-2337, Sept. 7, 1950. 

This conflict illustrates the dangers of rushing in to apply the Herlong amend 
ment without careful surveys. in one case Safeway told one Senate committee 
that its highest pre-Korean beef margin was 8 percent. In another case, Safe 
way tells this committee that its pre-Korean beef margin was over double this 
amount. 

OPS has applied the Herlong amendment in all regulations issued after Jul) 
31,1951. And let me say that there have been a large number of these regulations 

A list of all of the regulations which we have issued since July 31, 1951, in 
conformity with the provisions of the Herlong amendment, is attached for th: 
record. 

ACTIONS TAKEN TO IMPLEMENT HERLONG AMENDMENT 


CPR 67, dated August 21, 1951: Fixed ceiling prices for resellers of various 
machinery and related items utilizing percentage margins in effect April 1 to 
June 24, 1950. 

Also CPR 67, amendment 1, dated September 5, 1951: Added brass mill products 
on same basis. 

CPR 51, amendments 1 and 2, dated September 26, 1951: Fixed ceiling prices 
for retailers of beef and codfish in Puerto Rico, which give them their percentage 
margins customarily charged May 24 to June 24, 1950. 

CPR 74, dated September 26, 1951: Fixed ceiling prices for pork at wholesale 
which on basis of available data give resellers pre-Korean percentage margins 
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GCPR, SR 65, dated September 26, 1951: Fixed retail ceiling prices for pork 
which on basis of available data give retailers approximately their pre-Korean 
percentage margins. 

CPR 25, revision 1, dated September 27, 1951: Fixed ceiling prices for retailers 
of beef on basis of percentage mark-ups prevailing May 24—June 24, 1950. 

CPR 83, dated October 15, 1951: Permitted dealers selling new passenger auto- 
mobiles to obtain pre-Korean percentage mark-ups on increases in manufacturers’ 
prices. 

CPR 78, SR 2, dated October 34, 1951: Fixed ceilings for wholesalers and 
retailers of distilled spirits and wine which reflected customary pre-Korean 
percentage mark-ups. 

GCPR, amendment 23; GCPR, SR 29, amendment 5; CPR 22, amendment 32; 
CPR 30, amendment 19; dated October 31, 1951: Amendments to permit whole 
salers and retailers to recover customary percentage margins on increased costs 
resulting from increases in excise taxes. 

CPR 92, dated November 8, 1951: Fixed ceiling prices for lamb at wholesale 
which on basis of available data gives resellers customary pre-Korean percentage 
margins. 

GCPR, SR 79, dated November 8, 1951: Permitted adjustment of retail ceil 
ings for veal, lamb, and mutton, which on basis of available data, preserve cus- 
tomary percentage margins. 

CPR 69, revision 1, dated November 16, 1951: Permitted wholesalers of “island 
pork” in Hawaii to realize average percentage margins in effect May 24-June 
24, 1950. 

CPR 83, Special Orders 1-16, dated November 23, 1951, to February 29, 1952: 
Authorizes “basic” retail ceiling prices for certain makes and models of auto 
mobiles reflecting May 24—June 24, 1950, margins. 

OPR 79, revision 1, dated November 28, 1951: Revised dollar-and-cents ceiling 
prices on processed ducks to reflect pre-Korean margins. 

CPR 98, dated November 29, 1951: Establishes ceiling prices for resellers of 
iron and steel products which provide customary percentage margins prevailing 
May 24—June 24, 1950. 

CPR 89, dated October 25, 1951; CPR 89, SR 1, dated December 4, 1951: Fixed 
ceiling prices for industrial and invert molasses which allow sellers to use 
percentage margins prevailing during the period December 19—January 25, 1951, 
as being more representative than the May—June 1950 period. 

CPR 101, dated December 4, 1951: Establishes dollar-and-cents ceilings for veal 
at wholesale reflecting percentage margins equal to those required by the Her 
tong amendment. 

CPR 100, dated December 4, 1951: Establishes ceiling prices for retail sales 
of farm machinery reflecting the percentage margins during the period April 1 
June 24, 1950. 

CPR 67, amendment 4, dated December 5, 1951: Resellers of certain types of 
machinery are permitted to establish ceiling prices reflecting April 1-June 24. 
1950, percentage margins, 

CPR 24, amendment 7, December 6, 1951: By amendment, margins on certain 
cuts of beef were adjusted to conform with margins normally employed. 

CPR 108, dated December 6, 1951: Established retail ceiling prices for new 
automobiles sold in Hawaii on the basis of pre-Korean margin of the dealer. 

CPR 94, dated November 15, 1951: Established ceiling prices for used auto- 
mobiles which preserve customary methods of pricing. 

CPR 105, dated December 12, 1951: Establishes ceiling prices on sale of used 
industrial and construction machinery reflecting the customary pre-Korean 
margins. 

CPR 107, dated December 18, 1951: Establishes dollar-and-cents ceiling for 
Lake States pulp wood prescribing uniform percentage margins for dealers 
and traders designed to yield a margin equal to that obtained by such sellers 
in the period May 24—June 24, 1950. 

CPR 111, dated January 4, 1952: Establishes dollar-and-cents ceilings for the 
retail sales of antifreeze in Alaska reflecting the same cost-price relationships 
employed by sellers during the period May 24—June 24, 1950. 

CPR 113, dated January 5, 1952; CPR 113, revision 1, dated January 21, 
1952; CPR 15, amendment 10, dated January 10, 1952; CPR 16, amendment 10, 
dated January 23, 1952: Establishes ceiling prices for white flesh potatoes re- 
flecting percentage margins equaling the pre-Korean margins. 

CPR 67, amendment 7, dated January 7, 1952: Permits a seller of machinery 
to determine his ceiling price by using the highest percentage mark-up realized 
during the period April 1—June 24, 1950. 
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CPR 10, revision 1, dated January 8, 1952: Fixed ceiling prices for soaps 
cleansers, and synthetic detergents which on the basis of available data giv: 
distributors pre-Korean percentage margins. 

CPR 112, dated January 8, 1952: Allows certain wholesale paper merchants 
to determine their ceiling prices by using customary margins in effect in the 
period January 1—March 31, 1951, which period was found more representativ: 
from May 24—June 24, 1950, 

GCPR, SR 86, dated January 11, 1950: Establishes dollar-and-cents ceilings 
for distributors of corn gluten feed reflecting pre-Korean margins. 

GCPR, SR 49, amendment II, dated January 11, 1952: Revises ceiling prices 
at retail and wholesale of basic tire carcasses, which preserve customary pe 
centage margins prevailing during the pre-Korean period. 

CPR 117, dated January 14, 1952: Establishes ceiling prices for manufac 
turers and distributors of malt beverages reflecting percentage margins equal 
to or higher than those obtained during the period May 24—June 24, 1950. 

CPR 120, dated January 17, 1952: Establishes ceiling prices for restaurants 
and other eating establishments in the territories which reflect normal pre 
Korean margins. 

GCPR, SR S87, dated January 17, 1952: Resellers of certain lumber products 
are given the option in computing ceiling prices of applying to their cost (1) 
the percentage margins used in the GCPR base period or (2) the percentage 
margins used in the period May 1—June 30, 1950. These sellers have the further 
option of continuing to use the ceiling price established under GCPR. 

CPR 123, dated January 31, 1952: Establishes ceiling prices for contractor 
jobbers of railroad ties reflecting the highest percentage mark-up over cost used 
in the period January 19, 1950—-October 2, 1951. 

GCPR, SR &%, dated February 8 1952: Establishes ceiling prices on baler 
and binder twine reflecting percentage margins over cost equal to that pre 
vailing during the period April 1—June 24, 1950, or to the margin prevailing 
during another period selected by the individual seller. 

CPR 89, amendment 1, dated February 28, 1952: Adjustment permitted in 
ceiling price for certain quantity sales of industrial molasses reflecting the pe 
centage margin prevailing during the period December 19, 1949-January 25, 
1950, which period was found to be more representative than the period May 24 
June 24, 1950. 

CPR 98, dated March 1, 1952: Revises ceiling prices of resellers of iron and 
steel products to reflect May 24, 1950-June 24, 1950, margins. 

CPR 69, revision 1, amendment 1, dated March 14, 1952: Establishes ceiling 
prices for retail-grocery sale in Hawaii reflecting percentage mark-ups over cost 
at levels at least equal to those received during the period May 24—June 24, 1950) 


(The following is submitted in connection with the discussion on 
pp. 403-409, pt. 1:) 


CAPEHART AMENDMENT 


With respect to our administration of section 402 (d) (4), there has been 
little complaint. So far as I know, only one witness, Mr. John A. Sargent, repre 
senting the Manufacturing Chemists Association, has had complaints to make 
His complaint is merely that we make manufacturers offset decreases in costs 
against increases in costs. If between the pre-Korean base period and July 
26, 1951, some Costs—say, labor—went up, and other costs—say, overhead—went 
down, Mr. Sargent wanted to be allowed to reflect the increases without the 
decreases. 

So far as we can see, both the language and the intent of the amendment are 
clear: It refers to “increase or decrease in costs,” and, as Senator Capehart 
has so clearly pointed out, would permit roll-backs where prices had increased 
more than had costs. 

I see no legitimate problem in Mr. Sargent’s complaint. 

However, in connection with this testimony, there followed a long discussion, 
in which Senator Capehart primarily participated, and during which Mr, Matthew 
Hale was called upon, with respect to an alleged misinterpretation by OPS of 
the term “material.” 

So far as we are able to ascertain, the term “material” is interpreted pre- 
cisely the same way under SR 17 to CPR 22 [which implements sec. 402(d) (4) 
as it was interpreted under CPR 22 before the amendment. 

Under CPR 22, each manufacturer was required to compute new ceilings on 
each item for which he had a separate price. To be sure, for most of the cal! 
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culations of cost change, he could use certain over-all methods of computation— 
computing what were called labor cost adjustment factors or materials cost 
adjustment factors, percentages which would apply to a product line, or a unit 
of his business, or a plant, or, in some cases, even to his entire business. 

Under SR 17, precisely the same calculations are required. If a manufac- 
turer wishes to avail himself of any price relief to which he is entitled, he must 
figure it for each individual item that has a separate ceiling price. 
he can use over-all methods of calculation. 

The principal difference, apart from cut-off dates, is that the amendment 
requires consideration of certain overhead Costs omitted from CPR 22. But 
SR 17 permits these costs to be computed on the basis of over 
applicable to units of a business, or even to an entire business. 

So far as I can tell, the entire argument, which occupies pages of the record, 
is based upon a false assumption. 

While we are on the subject of this amendment, I should like to bring up 
to date our estimate of the ceiling-price increases which the amendment has 
permitted. The committee indicated some interest in our estimates, and, at its 
request, Mr. Putnam filed with the committee a rather detailed explanation of 
our earlier estimate. 

Experience since that time is most interesting. In the 2 weeks that have 
elapsed, we have received 1,260 new applications, bringing the total number 
from 5,772 as of February 28 to 7,032 as of March 14, an increase of 22 percent. 


But, again, 


all formulas 


Our previous estimate was based upon a partial tabulation of cases. We now 
have a somewhat fuller tabulation, although we are still not quite up to date. 
This shows that the estimated annual cost of Capehart increases in ceiling 
prices is $806 million. The comparable figure for applications on hand 2 weeks 
ago was $750 million. In other words in a period of 2 weeks additional Capehart 
increases of $56 million went into effect. These figures include Capehart in- 
creases for automobiles and are estimates based upon tabulation of about S2 
percent of all applications. 


Estimated annual cost of ceiling price increases at manufacturers’ level resulting 
from Capehart amendment to the Defense Production Act [sec. 402 (d) 


| $0.2 (4) ] 
as of Feb. 29, 1952,and Mar. 14, 1952 


Number of applications 
. Number of applicants 

Number of applications tabulated (limited to Forms 100 and 105 

Percent of applications tabulated 

Aggregate annual dollar volume of increases represented by tabulated 
ipplications 

Percent which total number of applications is in excess of the number 
tabulated 

Avgregate annual dollar volume of increases for all applications (estimated 
by adjusting volume of increases for tabulated cases by above percent $409, 600, OO $458, 400, 000 

Aggregate annual dollar volume of increases for all applications increas 
by 15 percent to reflect the increase between 1950 and 1951 sales 471, 000 527. 200, 000 

Aggregate annual dollar volume of (Capehart) increases for automobiles 279, 000, OO 279, 000, 000 

Total annual dollar effect of Capehart amendment (including auto- 
mobiles) 7) 000 


ed 


S06, 200, OOO 
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ESTIMATED CEILING PRICE INCREASES UNDER Sec. 402 (bp) (4) OF THE DEFENSE 
PropucTION AcT, ExcLUDING PASSENGER AUTOMOBILES, AS OF MaAr. 14, 1952 


Average percent-, Estimated dollar i: 
age ceiling crease, annual rat 
increase, tabu- tabulated cases (thou 
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Industria 
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1, 775. ¢ 


456), 
106, 929, 2 


Appliances an 
Home furnis 
Housewares and 


Rubber, chemicals, and dru 


catior rms 100 and 105 (CPR 22 and CPR 30 Applications under ot! 
lows on Mar. 14, 1952: 5R 5 to CPR 30, 12; GOR W, 281; GOR 21, 89; SR 1 to CPR 


s based upon the average percentage price increase for the 2 most important commoait 
liar volume) included in each applica 
Ss were computed eit>er under CPR 22 or CPR 30, or asupplementary regulati« 
ire derived by multi: ]ving the estimated percentage ceiling increase (see 
f products covered by each application. Thus, these estimate 

ind rrice levels 
utomobiles and optional equipment are not included. 


n 


( The following is in response to the inquiry on p. 1237.) 


MEAT-CUTTING REGULATION 
FINDING UNDER SECTION 402 (G) 


In response to a request to insert into the record the President’s affirmative 
finding under section 402 (g) to the effect that it was necessary to outline 
methods of cutting meat “to prevent circumvention or evasion of any regulation, 
order or requirement under this title,” there is quoted below the pertinent por 
tion of the Statement of Considerations for Ceiling Price Regulation 25, Revised, 
dated September 27, 1951: 

‘It is not believed that this amendment will cause any substantial changes i! 
business practices; however, to the extent that such changes may be compelled 
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they are necessary to prevent circumvention or evasion of Ceiling Price Regu- 
pod 


lation 2), 


(The following is in response to the inquiry on p. 1253.) 


DECONTROL OF MEAT 


On several occasions, representatives of the meat industry have argued that 
meat prices are below ceilings, and that meat-price controls should be lifted. 

I have already commented on the erroneous impression given by witnesses as 
to prices of live cattle. 

Similarly it has been testified that meat at wholesale and retail is selling well 
below ceiling and witnesses have suggested that the committee require the de- 
control of meat. 

In spite of the allegations that the market for beef is soft and that beef is 
selling and will sell below ceiling, retailers have pressed insistently for increased 
ceilings and the packers are now joining this chorus. 

Since the issuance of the revised retail beef dollars-and-cents ceilings in Sep- 
tember, retailers have attacked the beef ceilings as too low and have requested 
that they be increased. The National Association of Food Chains and the 
Super Market Institute, the two largest organizations representing larger re- 
tailers, have in conferences with Mr. DiSalle, Mr. Phelps and other officials of 
OPS repeatedly requested higher ceilings. The Retail Advisory Committee on 
meat at two separate meetings has made urgent requests for higher ceilings 
In addition, Safeway, the country’s second largest chain retailer, has formally 
protested the retail beef dollars-and-cents ceilings and is seeking higher ceilings 

Now, the members of the Reef Advisory Committee, the Industry Advisory 
Committee representing packers, have requested a meeting to restore the proper 
relationship between cattle and beef prices. This can only mean a request for 
increased ceilings at the wholesale level. 

In addition, as I noted earlier, Mr. Hardenbergh, who testified yesterday on 
behalf of the American Meat Institute, wrote to me on March 11 requesting 
increased wholesale beef ceiling prices. 

Thus, it is clear that packers and dealers are expecting meat to be selling at 
the ceiling in the very near future, since it can be assumed that these organiza- 
tions will not waste their time to get ceiling-price increases if they cannot sell 
at ceiling. 

In addition, the Veal Advisory Committee is expected to request an increase in 
veal wholesale prices. 

Moreover, retailers, including the Retail Industry Advisory Committee, have 
opposed the issuance of proposed dollars-and-cents ceilings for veal and lamb 
and requested that they be left under the pass-through regulations. I am sure 
that their position is based on the anticipation of higher wholesale prices and a 
fear that dollars-and-cents regulations might give them lesser margins than the 
pass-through regulations. 

One fact, which some witnesses have carefully avoided mentioning, is that 
there is a strong normal seasonal tinovement in meat supplies and prices. 

The average prices of prime cattle for the years 1987-41 and 1947-50 indicate 
that prices reach a low in May and increase gradually to a high in December. 
We can expect the price this year to follow the same pattern. Chicago cattle 
prices, compared for the same years, indicate the beginning of a rise in May to 
«a high in September, with a slight drop-off toward the end of the year. Nothing 
indicates a departure from this normal seasonal pattern this year. 

I have here a chart prepared by the Department of Agriculture which shows 
this very clearly. 

The normal seasonal movement on pork is much more extreme. For example, 
data show that the average retail price of pork chops varies normally by 28 
percent from its February low to its September high. The chart which I have 
here presents these normal seasonal patterns graphically. 

Because meat prices may be below ceilings at certain times or places is no 
ndication that the meat industry is immune from inflationary pressures. 
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SEASONALITY IN STEER PRICES* 
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Source: United States Department of Agriculture, Bureau of Agricultural Economics, 
Facts and Figures On Trends in Beet Cattle, by Harold F. Breimyer, agricultural economi 


Statist ian. 


(The following is submitted in connection with the discussion o1 
p. 174, pt. 1.) 

ADJUSE MENT PROVISIONS 

There is set forth below (1) a list of all adjustment provisions now in effect 
and (2) the number of applications received and completed under each adjust- 
ment provision so far as such statistics were available. 

For most provisions the data included all applications received and processed 
through January 31, 1952. However, in the case of provisions issued pursuant 
to section 402 (d) (4) of the Defense Production Act of 1950, as amended, the 
data include all applications received and processed through March 14, 1952. 

APPLICATIONS RECEIVED AND COMPLETED 
GCPR, SP /- —~Defense contracts 

Section 10: Adjustments for defense contracts and subcontracts. Received, 19; 
completed, 19. 

GCPR, SR 19—Fair trade commodities 

Adjustments for sellers whose GCPR ceiling prices are below required fair 
trade prices. Received, 203; completed, 203. 

GCPR, SR 23—Motor carriers subject to State minimum rate order 

Adjustment to eliminate conflict between GCPR ceiling prices and minimum 
rate orders for intrastate motor carriers other than common carriers in Massa- 
chusetts, Colorado, and California. Received, 24; completed 21. 

GCPR, SR 25—Coupon « rchange plans 

Adjustment in the coupon exchange rate to reflect increases in costs. Received, 
2; completed, 2. 

GCPR, SR 26—Special deals 

Adjustment for manufacturers and wholesalers whose GCPR ceiling prices are 
based upon a special deal during the base period. Received, 31; completed 31 
GCPR, SR 27?—Introductory offers during base periods 


Adjustment for wholesalers and retailers whose GCPR ceiling prices were 
based upon an introductory offer during the base period. Received, 3; completed 
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GCPR, SR28—Mail order establishments 

Adjustments for long-term mail order establishments. Received, 24; com- 
pleted 22. 
GCPR, SR 29—Ceiling prices for certain sules at retail and wholesale 

Section 4, 5, and 6: Adjustments for wholesalers and retailers to reflect in- 
creases in their costs resulting from certain specified manufacturers regulations 
and adjustment to provide uniform ceiling prices for branded commodities. Re- 


ceived, 39; completed, 30. 
GCPR, SR 34—Fresh and semidry sausage 

Adjustment in GCPR ceiling prices to reflect increased costs of beef and cas- 
ings. Received, 101; completed, 33. 
GOPR, SR 38—Producers of pig iron 

Adjustment for sellers subject to long-term contracts. Received, 1; com- 
pleted, 1. 


GOCPR, SR 89—Contract motor carriers 

Adjustment to relieve financial hardship. Received, 1,160; completed 754. 
GCPR, SR 40—Pick-up and local transfer service 

Adjustment to relieve financial hardship. Received, 590; completed, 398. 
GCPR, SR ,y— Sellers of ice 

Adjustment to relieve financial hardship. Received, 198; completed, 138. 
GCPR, SR 52—Tank truckers 

Adjustment to relieve financial hardship or adjustment of out-of-line ceiling 
prices. Received, 93; completed, 50. 
GCPR, SR 68—Area milk price adjustments 

Adjustment for a marketing area to reflect increased costs and to assure 
processors an equitable margin. Received, 4; completed, none. 
GCPR, SR 84—Manufacturers of snuff 

Adjustment of out-of-line ceiling prices. Received, 1; completed, none. 
GCPR, SR 68—Glass prescription ware 

Adjustment of out-of-line ceiling prices. teceived, none; completed, none. 
GCPR, SR 89—Baler and binder twine 

Adjustment for dealers to pass on increased manufacturing prices. Received, 
none; completed, none. 
CPR 1. Revised—New passenger automobiles 

Section 11: Adjustment for modification of models. Received, 15; completed, 
ii) 

SR 1, revised: Adjustments under section 402 (d) (4) of the act. Received, 
&; completed, 8. 
CPR 3—Coal, bituminous 

Section 6 (a): Adjustment to relieve financial hardship. Received, 387; 
eompleted, 275. 
CPR 4—Coal, anthracite 

Section 5: Adjustment to relieve financial hardship. Received, 3; completed, 1. 
CPR 5-——Iron and steel scrap 

Section 3 (b) (4): Adjustment to allow increased payments for premium 
grades. Received, 226; completed, 226. 
CPR 6—Fats and oils 

Section 21 (b) (4): Received, 1; completed, 1. 

Section 22 (a) (3): Received, 1; completed, 1. 

Section 24 (m): Received, none; completed, none. 

Adjustment to allow increases for premium grades. 
CPR 7—Retailers 


Section 30f, section 39¢: Adjustments to allow for increases for sales of sets 
or repaired or reconditioned commodities. Received, 12; completed, 4. 
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Section 43: Adjustments to establish uniform ceiling prices of branded con 
modities. Received, 1,664; completed, 1,202. 
CPR 9—Territories and possessions 

SR 1: Adjustment for sellers whose ceiling prices are below fair-trade prices 
Received, none; completed, none. 
CPR 10—Soaps, cleansers, and syathetic detergents 


Section 5, section 6: Adjustment to permit a pass-through of increased costs 
Received, none; completed, none. 


CPR 11—Restaurants 
Section 13: Adjustment for restaurants whose food cost-sales ratio durin; 
the base period was not normal. Received, 358; completed, 351. 


CPR 12—Milled rice 
Section 4 (f): Adjustment to allow increases based upon remote locatior 
Received, 4; completed, 4. 


CPR 138—Petroleum products, retail 

Section 16: Adjustment for sellers whose ceiling prices are below fair-trade 
prices. Received, 1; completed, none. 

Section 17 (a) : Adjustment to relieve loeal shortage. 

Section 17 (b): Adjustment of out-of-line ceiling prices. Received 94; com 
pleted, 55. 
CPR 14—Food products, wholesal 

Section 15 (c) : Adjustment provides special markups for marine provisioners 
Received, 18; completed, 18. 

Section 26: Adjustment allows special markups for certain retail-owned 
cooperative wholesalers. Received, 11; completed, 10. 

Section 27: Adjustment to allow certain cash-and-carry wholesalers to us 
service fee wholesalers’ mark-ups. Received, 6; completed, 6. 

Section 27a: Adjustment to allow wagon dealers to use GCPR ceiling prices 
Received, 10; completed, 7. 

Section 27b: Adjustment for private label wholesalers. Received, 30; com 
pleted, none. 

Section 27¢: Adjustment to allow use of private label markups in both cas! 
and-carry and service departments. Received, 7; completed, none. 

Section 28: Adjustment to allow certain service wholesalers to use institutiona 
markups. Received, 30; completed, 36. 

Section 28a: Adjustment to allow certain wholesalers to use the markups ot 
service wholesalers. Received, 10; completed, 5 

Section 28b: Adjustment for wholesalers of specialty products. Received 
30: completed, 35. 

Section 28c: Adjustment for special services by institutional wholesalers 
Received, 57: completed, 44. 
CPR 15—F ood products, retail, groups 8 and 4 

Section 2la: Adjustment to allow increases for special handling of frozen 
foods. Received, 36; completed, 34. 

Section 26: Adjustment to allow group 3 or 4 stores to use group 1 mark-ups 
Received, 167; completed, 154. 

Section 26a: Adjustment for specialty foods. Received, 78; completed, 75. 

Section 27: Adjustment to relieve local shortage. Received, 16; completed, 9 


CPR 16—Food products, retail groups 1 and 2 
Section 22 (c): Adjustment for retailers having a wholesale departmen 


Received, 1: completed, 1. 
Section 24: Adjustment to relieve local shortage. Received, 115; completed, S* 


Section 24a: Adjustment for specialty foods. Received, 352; completed, 220 


CPR 17—Gasoline producers and distributors 


Section 11 (a) (1): Adjustment to relieve local shortage. Received, 2 
completed, A 

Section 11 (a) (2): Adjustment of out-of-line ceiling prices. Received, 319: 
completed, 158. 

Section 11 (c): Adjustment for Government contractors whose ceiling prices 
impede production. Received, none; completed, none. 
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SR 1, Section 2 (b): Adjustment to increase the supply of cyclohexane. Re- 
ceived, none; completed, none. 
CPR 22—Manufacturers 

Section 16a: Adjustments to allow use of a different method for calculating a 
“materials cost adjustment.” Received, none; completed, none. 

Section 23 (e): Adjustments to allow use of a different method for determin- 
ing the cost of a transferred material. Received, none; completed, none. 

SR 2, revised: Adjustments under section 402 (d) (4) of the act using GCPR 
ceiling prices. Received, 17; completed, 8. 

SR 8, section 7: Adjustment for sellers of commodities having uniform specifi- 
cations but having an out-of-line ceiling price. Received, 1; completed, 1. 

SR 14—Adjustment under section 402 (d) (4) of the act for custom molded 
and fabricated plastic products. Received, none; completed, none. 

SR 17—Adjustment under section 402 (d) (4) of the act for manufacturers. 
Received, 6, 464 (Form 100) through March 14, 1952. (This figure includes the 
forms submitted under SR 4 to CPR 30.) 

SR 18—Adjustment under section 402 (d) (4) of the act for manufacturers 
under $1,000,000. Received, 5; completed, 5. 

SR 19—Adjustment under section 402 (d) (4) of the act for manufacturers of 
cast-iron boilers and cast-iron radiation. Received, none; completed, none. 


CPR 24—Beef, wholesalers 

Section 6: Adjustments to relieve area shortage. Received, none; completed, 
none. 
CPR 25, revised—Retail beef 

Section 22: Adjustment to relieve a shortage of beef for eating places. Re- 
ceived, none; completed, none. 

Section 33: Adjustment to allow group 3 or 4 stores to use group 1 or 2 mark- 
ups. Received, 28; completed, 28. 


CPR 26, revised—Kosher beef 


Section 22: Adjustment to relieve a shortage of Kosher beef for eating places. 
Received, none; completed, none. 

CPR 30—Machinery 

Section 20A: Adjustment to allow use of a different method for calculating a 
materials cost adjustment. Received, 18; completed, 18. 

Section 26 (e) : Adjustment to allow use of a different method for determining 
the cost of the transferred material. Received, 2; completed, 2. 

Section 42: Adjustment to allow increases for increased use of conversion 
steel. Received, 12; completed, 3. 

Section 43: Adjustment to allow performance of preexisting contract at the 
contract prices. Received, 187; completed, 115. 

SR 1, revised: Adjustment under section 402 (d) (4) of the act by using 
GCPR prices. Received, 18; completed, 18. 

SR 4: Adjustment under section 402 (d) (4) of the act. Received, 6,464 
(Form 100) up to March 14, 1952. (This figure includes forms submitted under 
SR 17 to CPR 22.) 

SR 5: Adjustment under section 402 (d) (4) of the act for sellers under 
$1,000,000. Received, 12; completed, 1. 

SR 6: Adjustment to reflect increased costs for lead storage batteries. Re- 
ceived, none ; completed, none. 


CPR 31—Imports 


Section 11: Adjustment to allow an additional mark-up for distributor-whole- 
salers. Received, 69; completed, 49. 

Section 20: Adjustment to relieve financial hardship. Received, 97; com- 
pleted, 45. 
CPR 32—Crude petroleum 

Section 7: Adjustment to relieve local shortage. Received, 2; completed, 1. 

SR 2. Section 3: Adjustment of out-of-line ceiling prices. Received, 47; 
completed, 20. 
CPR 34—Services 

Section 12 (e): Adjustment to permit substitution of a higher priced service 
for a discontinued lower priced service. Received, 5; completed, 3. 
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Received, 2,087; 


Section 20 (a): Adjustment to relieve financial hardship. 
completed, 955. 

Section 20 (b): Adjustment based upon buyer-seller agreement. Received, 
149; completed, 123. 

Section 20 (c): Adjustment based upon buyer’s willingness to absorb the 
increase when he buys from many sellers. Received, 9; completed, 8. 

SR 5. section 4: Adjustment for warehouses whose rates are controlled by the 
Department of Agriculture. Received, 9; completed, 5. 
CPR 37—Cotton 

Section 11: Adjustment to relieve financial hardship. Received, 3; com- 
pleted, 3. 
CPR 38—Pulpwood, Northeast 

Section 10 (b): Adjustment to allow additional charge for salvage of damaged 
timber. Received, 34; completed, 22. 

Section 10 (j): Adjustment to allow additional charge for procuring timber. 
Received, 2; completed, 2. 
CPR 41—Shoes 

Section 21: Adjustment to relieve financial hardship. Received, 22: com- 
pleted, 22. 

Section 25: Adjustment to permit the performance of a preexisting contract 
at the contract prices. Received, 22 ; completed, 22. 
CPR 42—Canned vegetables, spring 1951 pack 

Section 24: Adjustment to remove violations of the Robinson-Patman Act. 
Received, 4; completed, 4. 
CPR 45—Apparel 

Section 33: Adjustment to allow use of a different method for determining a 
ceiling price. Received, 21; completed, 21. 

Section 46: Adjustment to permit the performance of a preexisting contract 
at the contract price. Received, 30; completed, 30. 
CPR-4S—Pulpwood loggers, Northeast 

Section 9: Adjustment to relieve financial hardship. Received, 176; com 
pleted, 160. 
CPR 53—Lead scrap materials 

Section 5 (b): Adjustment to allow for a broker’s commission. Received, 
none; completed, none. 

Section 7 (b): Adjustment to allow premiums for special shapes and packing. 
Received, 8; completed, 6. 
CPR oF 1luminum scrap 

SR 1, section 2: Adjustment to permit the performance of a preexisting con 
tract at the contract prices. Received, 1; completed, 1. 
CPR 35 Processed vegetables, 1951 pack 

Section 8: Adjustment of out-of-line ceiling prices. Received, 31; completed, 
16. 
CPR 55—Processed ve getables, 1951 pack 

Section 8: Adjustment of out-of-line ceiling prices. Received, 12; completed, 
SS. 
CPR 58 Reclaimed rubber 

Section 7 (b): Adjustment of out-of-line ceiling prices. Received, 2; com- 
pleted, 2. 
CPR 59—scrap rubber 

Section 3 (d): Adjustment of out-of-line ceiling prices. Received, 6; com- 
pleted, 6 

Section 7: Adjustment to allow premiums for special sorting and special types 
of scrap rubber. Received, 4; completed, 1. 
CPR 61—Egrports 

Section 7: Adjustment to allow an additional mark-up for certain merchant 
exporters. Received, 1,029; completed, 1,014. 
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CPR 63—Lubricating oils, greases, wares, etc. 

Section 9: Adjustment of out-of-line ceiling prices. Received, 19; completed, 
9. 

Section 20 (c): Adjustment of out-of-line ceiling prices. Received, 95; com- 
pleted, 47. 


CPR 64—Tire mileage 


Section 5: Adjustment of out-of-line ceiling prices. Received, 14; completed 


3. 
CPR 70—Vehicle rentals 

Section 12: Adjustment to relieve financial hardship. Received, 51; com- 
pleted, 28. 
CPR 74-—Pork, wholesale 

Section 7: Adjustment to relieve area shortage. Received, 10; completed, 10. 
CPR 76—Glassine and greaseproof papers 

Section 17: Adjustment of out-of-line ceiling prices. Received, 1; completed, 1. 
CPR 84—Paperboard 

Section 10: Adjustment to reflect increased costs resulting from a change in 
the method of manufacturing. Received, 1; completed, 1. 
CPR 91—Writing paper : 

Section 10: Adjustment of out-of-line ceiling prices. Received, 17; completed, 
15. 
CPR 92—Lamb and mutton, wholesale 

Section 5: Adjustment to relieve area shortage. Received, none; completed, 
none, 
CPR 93—Construction 

Section 387: Adjustment to permit the substitution of a higher-priced service 
for a discontinued lower-priced service. Received, none; completed, none. 
CPR 97—Pacific Northwest logs 

Section 25: Adjustment for special sizes and shapes of logs. Received, 95; 
completed, 71. 
CPR 98—Iron and steel resellers 

Section 40 (b): Adjustment for special services. Received, 96; completed, 84. 
CPR 101—Wholesale veal 

Section 6: Adjustment to relieve area shortage. Received, none; completed 
none. 
CPR 103—Automobiles, Hawaii 

Section 2.6: Adjustment for special delivery charges. Received, none; com- 
pleted, none. 
CPR 106—Coated and uncoated book paper 

Section 14: Adjustment of out-of-line ceiling prices. Received, 5; completed, 3. 
GOR 10—Manufacturers 

Adjustment for manufacturers to relieve financial hardship. Received, 319; 
completed, 218. 
GOR 18—Robinson-Patman Act 

Adjustment to remove violations of Robinson-Patman Act. Received, 6; com- 
pleted, 4. 
GOR 20—Small business concerns 

Adjustment under section 402 (d) (4) of the act for small business concerns. 
Received, 281; completed, 35 (March 14, 1952). 
GOR 21—Adjustments under section 402 (d) (4) of the act 


Adjustment under section 402 (d) (4) of the act for other businesses. Re- 
ceived, 89; completed, 4 (March 14, 1952). 
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DR 1, Rev.—Fair distribution of livestock and meat 
Section 12: Adjustment to permit exemption of club and show livestock. 
Section 19: Adjustment for special circumstances. Received, 601; completed, 
576. (These figures pertain to DR 1 before revision.) 
Total received, 18,927 ; total completed, 8,326. 


(The following is submitted in connection with the discussion on 
p. 1247.) 
FRESH FRUITS AND VEGETABLES 


Witnesses have urged that fresh fruits and vegetables be exempted from price 
control for various reasons. The Office of Price Stabilization is well aware of 
the difficulties of setting ceiling prices on fresh fruits and vegetables and, there- 
fore, has generally decontrolled these commodities when they are below parity. 
Indeed, the only fresh fruits and vegetables on which OPS has imposed a ceiling 
price are white flesh potatoes. Fresh fruits and vegetables cannot be decontrolled 
because they are a significant item in the total cost of living. Indeed, they con- 
stitute 5 percent of the cost-of-living index, To exempt them from price contro! 
no matter what happens would thus leave a major breach in price controls, To 
show the importance of fresh fruits and vegetables I should like to point out that 
potatoes alone have a greater weight in the cost-of-living index than all canned 
and frozen fruits and vegetables combined. I believe therefore that it is abso 
lutely necessary that we continue to have authority to impose ceilings on the 
prices of fresh fruits and vegetables at parity particularly because of their price 
volatility. Rapid increases in the price of fresh fruits and vegetables are not 
unusual. I anticipate that OPS will use its authority sparingly in the future, as 
it has done in the past. However, if any situation should arise in the future 
which duplicates the potato situation, OPS will not hesitate to use its authority 
to control the prices of these items. 

Potatoes show a clear case of where price control is essential. In September 
of this year potatoes were only 68 percent of parity and yet within 4 months they 
rose to 120 percent of parity. We iix ceiling prices on potatoes which were more 
than twice as high as those prices that prevailed only a year ago. We cannot 
have any effective price control if a major cost-of-living item like potatoes is 
permitted to go above these already high levels. 


(The following is submitted in connection with the discussion 
on p. 1250:) 


PROCESSED FRUITS AND VEGETABLES 


Witnesses on behalf of the processed fruits and vegetables industries testified 
to the increases in production of these commodities and indicated that controls 
were no longer necessary. Notwithstanding the substantial increases in pro 
duction, there have been few substantial reductions in price. Most processed 
fruits and vegetables are selling at peak prices. A study made by the Bureau 
of Labor Statistics as of December 15, 1951, showed that, at that time, 70 percent 
of processed fruits and vegetables were selling at peak prices. Indeed, the con- 
tinuance of high-price levels indicates the existence of strong, inflationary pres 
sures. 

Thus, in May-June 1950 the price of canned apricots was $2.56; in January 
1951 it had risen to $2.95; and as of February 1952 it had risen to $3.15. Simi- 
larly, canned fruit cocktail was $3.15 in June 1950; $3.60 in January 1951; and 
$3,724 in February 1952. Canned corn was $0.99 in February 1950; $1.40 in 
February 1951; and $1.54 in February 1952. Canned tomatoes rose from $1.37 
in February 1950 to $1.80 in 1951 and February 1952. Cling peach halves were 
$2.28 in June 1950; $2.92 in January 1951; and declined slightly to $2.82% in 
February 1952; yet this price was slightly more than 50 cents more than the 
price in June 1950. Moreover, canned Bartlett pears were $2.95 in June 1950; 
$3.90 in January 1951; and declined slightly to $3.84, a price 89 cents over pre- 
Korean prices in February 1952. 

Thus, despite increased production, there is firmness in the processed fruit 
and vegetable market, and a short crop or increased demand could easily wipe 
out stocks on hand. 
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Hstimated annual dollar amount of mark-up that consumers will pay as a result 
of OPS regulations which allow a mark-up on increased excise tares 


Excise tax 
plus retail 
and 
wholesale 
mark-ups 


| Estimated E 

| increase in | | 

Articles | excise 
tax ! 

(annua! 


stimated |Tax increase) Estimated 
wholesale | plus dollar retail 
mark-up | wholesak mark-up 
on cost mark-up on cost 


otal dollar 

mark-up on 

increased 
tax 


9 
( } ) ( F (6 


| Millions of | Millions of Millions of | Millions of 
dollars | Percent dollars Percent dollars dollars 
Distilled spirits $138. 6 12 $155. 2 $198. 7 $60. 1 
Wine 8.5 12 9.5 2 1 3.7 
Auto parts and accessories ‘6.0 25 105 19.0 
Electric, gas, and oil appli- 
ances ] 25 21.4 5 32. 1 15.0 
Mechanical pencils, fountain 
pens, ball point pens, me- 
chanical lighters for ciga- 
rettes, cigars and pipes 


Total 


Source: Office of the Technical Staff, U. S. Treasury Department. No data 
increase in excise tax for sporting goods (such as badminton, tennis, billiards, golf, ¢ 
? Column 2 times column 3 plus column 2. 
Celumn 5 times column 4 plus column 4 
‘Column 6 minus column 2. 


(The following is in response to the inquiry on p. 1240.) 


MEMORANDUM 


Section 402 (G) oF THE DEFENSE P’RopUCTION AcT oF 1950, AS AMENDED, Dors Nor 
APPLY TO PRICING PRACTICES 


The prohibition in section 402 (¢) of the Defense Production Act of 1950, as 
amended, against compelling changes in “business practices, cost practices or 
methods, or means or aids to distribution, established in any industry” does not 
apply to compelling changes in pricing practices. Under a nearly identical pro- 
vision of the Emergency Price Control Act of 1942, the Emergency Court of 
Appeals held consistently that “business practices” did not include “pricing 
practices” (sec. 2 (h) @50.U. 8. C. App. See. 902 (h)). 

In Philadelphia Coke Co. v. Bowles, (139 F. 2d 349, 357-8 (Em. Ct. App. 1948) ), 
the court said: 

“The complaints contend that the general maximum price regulation as applied 
to their business violates Section 2 (h) of the act in that it destroys their 
fundamental and established business practice of selling coke oven gas at a base 
price continuously adjusted to changes in the cost of coal. /t may be conceded 
that in a broad sense this is a business practice but we are clear that it is not a 
business practice within the meaning of section 2 (h) of the act. On the con 
trary it is what may fairly be described as a pricing practice and is, therefore, 
unquestionably within the regulatory power of the Administrator. It would 
wholly destroy the effectiveness of the act if section 2 (h) were to be construed 
as placing it beyond the power of the Administrator to deal with established 
business practices which directly affect the fixing of the prices of commodities 
It is obvious that any control of prices will directly interfere with those business 
practices which relate to the fixing of prices. Jt was only to make sure that the 
Administrator would not go beyond his price regulating function and engage 
in an effort to reform business practices which were not directly related to prices 
that Section 2 (h) was inserted in the act. See United States Gypsum Co. v. 
Brown, Em. App. 1943, 137 F. 2d 808.” [Italies inserted. | 

In Seaboard Oil Co. v. Bowles, (149 F. 2d 661, 663 (Em Ct. App. 1945)), the 
court followed Philadelphia Coke Co. v. Bowles, supra, stating 

“The complainants assert that (the pricing provisions) * * * are invalid 
for a number of reasons. They contend * * * that the amendment destroy- 
ed the fundamental and established business practice in their industry of sell- 
ing dry gas at a price continuously adjusted te the price of fuel oil * * *” 

All of the foregoing contentions were advanced in Philadephia Coke Co. v. 
Bowles, (Em. App. 1948, 139 F. 2d 349), a case in this court in which the facts 
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were strikingly similar to those of the present cases. In our opinion in the 
Philadelphia Coke case these contentions were considered at length and decided 
against the position taken by the complainants. Since we adhere to the views 
expressed in that case no useful purpose would be served by elaborating them 
here. It is sufficient to say that upon the authority of Philadelphia Coke Co. v. 
Bowles, supra, these contentions of the complainants must be held to be without 
merit. 

In California Lima Bean Growers Ass'n vy. Bowles, (150 F. 2d 964 (Em. Ct 
App. 1945) ), the Court said: 

“It is clear that the narrowing of the differentials between the maximum prices 
for dry standard limas and other varieties of dry edible beans which thus result- 
ed is not a violation of section 2 (h). Jn the first place it may well be questioned 
whether the maintenance of a price differential can ever be anything more than 
a mere pricing practice and as such not within the purview of section 2 (h). 
Compare Philadelphia Coke Co. vy. Bowles, (Em. App., 1943, 139 F. 2d 349.) But 
aside from this the record shows that there has been no constant relationship 
between the prices of dry standard limas and other varieties of dry edible beans. 
Accordingly the complainant has failed to show an established practice within 
the protection of section 2 (h). Compare Wells Lamont Corporation v. Bowles, 
(Em. App., 1945, 149 F. 2d 364.)” [Italies inserted. ] 

In Modern Mfg. Co. v. Fleming (160 F. 2d 892, 896 (Em. Ct. App., 1947, Cert. 
den. 331 U. S. 850 (1947) ), the court said: 

“Finally, the argument is made that the regulation interfered with an estab- 
lished business practice of the industry contrary to section 2 (h) of the act, in 
that it Was customary in the industry to price certain garments higher and other 
garments lower than a previously determined average markup over costs, 
whereas the regulation allowed only an average markup for all articles in a given 
price line. In answer to this argument we refer to Philadelphia Coke Co. v. 
Bowles (Em. App. 1943, 139 F. 2d 349,357) * * *.” 


(The charts attached to the statement of Roger L. Putnam, ESA 
Administrator, follow (see p. 109, pt. 1) :) 
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The Cuatrman. I understand some letters are to. be submitted for 
the record on various points covered in the hearings. Without 
objection they will be inserted in the record at this point. 

(The letters referred to follow :) 


AMERICAN RETAIL FEDERATION, 
Washington, D.C... March 29, 1952. 
(he Honorable Joun W. Bricker. 

Dear SENATOR Bricker: I appreciated very much the opportunity to talk with 
vou and elicit your interest in reference to the discrimination against 
food retailers during yesterday's hearings on the occasion of the presentation 
by Mr. Arnall and members of his staff. The facts concerning this discrimi- 
nation which I touched upon in my presentation before the Senate Banking and 
Currency Committee on March 17 have not been fully revealed and I will appre- 
ciate any efforts which you may be able to make to clear the record. 

This discrimination against food retailers involves not only changes in the 
business practices of such merchants and the ignoring of the fair and equitable 
clause in the act, but also it involves failure on the part of the agency to follow 
the intent of Congress as regards the Herlong amendment in its application 
to regulations or amendments issued after the date of its enactment. 

The transcript of yesterday's hearings shows on page 1920 the following state- 
ment by Mr. Burt, a member of Mr. Arnall’s staff : 

“Mr. Burr. The law requires us to act on amendments issued after July 
31, and where we have amended regulations we have applied the Herlong 
percentage.” 

I call your attention, Senator, that CPR 25, which was issued before the Her- 
long amendment was revised on Septemer 27, 1951, which was after the enact- 
ment of the Herlong amendment and this does not grant food retailers their 
customary percentage margins pre-Korea. Instead, this regulation, which estab- 
lishes dollars-and-cents ceilings on beef, imposes perbaps the severest squeeze 
mn food retailers in its failure to provide customary Margins. 

The testimony of Mr. Ackley (Gardner Ackley, economic adviser of OPS), as 
shown on page 1923 of the transcript, also should be challenged. 

Mr. Ackley states: “There are no facts which indicate that retailers of food 
products are not receiving their historical mark-ups. Retailers and whole 
salers of food products are under a percentage mark-up regulation . 

The facts are that despite the intent of Congress that the base period for 
establishing criteria for price control should be the pre-Korea period “May 24 
1950, to June 24, 1950,” or “nearest representative period,” as set out in section 
402 (¢c), OPS used margins for food retailers, CPR 5 and CPR 16, based on 
the same data and margin schedules used by OPA during World War II. In 
other words, instead of the pre-Korea base period, OPS used World War II 
us the base period for food retailers. 

In contrast, the retailers of commodities covered by CPR 7 were permitted 
to use the margins prevailing on the base date of February 27, 1951. In this 
case the question of whether or not retailers of CPR 7 commodities could supply 
records of their pre-Korea margins was resolved by permitting them to use 
inargins prevailing on February 27, 1951, 7 months after Korea. 

This was logical because all retailers in February 1951 were pricing under the 
terms of the general ceiling price regulation which stipulated that the ceiling 
price on any given item was the highest price at which it sold during the freeze 
period December 19, 1950, to January 26, 1951. Hence, in establishing margins 
under CPR 7, retailers were permitted to use the percentage margins between the 
cost of the item and its selling price which prevailed on February 27, 1951. 

We submit that the contention of OPS that food retailers did not have pre- 
Korea records or that there are no facts to indicate that food regulations are 
not conforming with the customary percentage margins of food retailers is begging 
the question. It is obvious that it would have been equally simple for OPS 
to have permitted food retailers to have used their margin experience prevailing 
during the freeze period just as other retailers pricing under CPR 7 were per- 
mitted to do. In fact, OPS can have no valid reason for not rectifying its mis- 
take now and giving food retailers the same base period used by retailers con- 
trolled under CPR 7. 

As I stated before the committee on March 17, the retail industry is united 
in its contention that this discrimination against food retailers was not the 
intent of Congress. We further contend that this discrimination in all equity 
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should be corrected by making the Herlong amendment applicable to all retai 
regulations. To do otherwise would, in our judgment, imperil our entir 
industry, for to the degree that discrimination is tolerated against any type or 
class of retailers the interests and equity of all retailers are threatened. 
Sincerely yours, 
ROWLAND JONES, Jr. 


WasuHIneTon, D. C., March 21, 1952. 
Senator BurRNEr R. MAYBANK, 
Chairman, Scnate Banking and Currency Committee, 
Washington, D.C. 


Dear SENATOR MAYBANK: Spokesmen for the Office of Price Stabilization, 
appearing before your committee on March 19, made several statements to which 
the retail food industry takes exception. 

OPS spokesmen said that “in every regulation” issued after July 31, 1951, “we 
have applied the Herlong amendment’—in fact, as OPS stressed, “we have fo 
lowed the law to the letter.” ; 

our major retail food regulations issued since Herlong went into effect cover 
(1) beef, issued September 27, 1951; (2) pork, issued September 25, 1951; (3) 
lamb, mutton, and veal, issued November 8, 1951; and (4) potatoes, issued Jan 
vary 28, 1952. 


ALE VIOLATE HERLONG 


Each one of these four regulations violates the Herlong amendment. 

Beef margins have been reduced around 10 percentage points below pre-Korean 
levels for a major part of the industry. 

Pork margins are dollars-and-cents margins rather than percentage margins, 
so by its very provisions, the pork order defies the Herlong percentage margin 
principle. 

Likewise, the lamb, mutton, and veal regulation ignores the Herlong principle 
by bypassing the pre-Korean month. instead, food retailers are required to use 
margins prevailing during a single recent week (and not the full month’s margins 
required under the Herlong amendment). 

Potato margins prescribed in the regulation are between two-thirds and thre« 
fourths of historical pre-Korean margibs, 


FACTS SUPPORT REI1AILERS 


OPS: “There are no facts which indicate that retailers of good products ar 
not receiving their historical mark-ups.” 

Your committee has alfeady on tile a report entitled, “A Documented Record 
From the National Association of Food Chains,” presented, at his request, to Mr 
Lambert S. O'Malley, special assistant to the Director, OPS, on November 2¢ 
1951. It documented in detail the many factual presentations made to OPS by 
industry showing the squeezes on food retailers’ customary margins. In brief, 
Ox’S has facts—and in abundance—to support the retailers’ contentions. 

Exhibit A, attached, gives additional details to show that none of the princip: 
post-Herlong regulations affecting retail grocers complied with the standards 
of that amendment. OPS has given no facts to support its statements that th 
Herlong amendment was not violated. 


CHANGES IN BEEF TRIM METHODS 


OPS spokesmen stated they have not forced retailers to debase their custo- 
mary methods of trimming beef cuts—that they have not required them to 
leave excess bone, fat, and gristle on cuts sold customers. This is a half-truth. 
OPS has used its “loose” trim specifications (meaning too much bone, fat, gristle) 
as a basis for its retail pricing; it penalizes any retailers who use the customary 
industry “close” trim (less bone, fat, and gristle); and through this economic 
pressure, they force the food retailer to use a “loose” trim—or suffer great losses. 
Exhibit B attached gives further details on this trim. 


TAILOR-MADE FOOD REGULATIONS? 


OPS representatives stated that they have tailor-made regulations for the 
retail food industry. They pointed out particularly that dry groceries are gov- 
erned by some old OPA mark-ups that were the result of a survey costing hun- 
dreds of thousands of dollars, 
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Conditions in srocery retailing have changed radically in the past 8 years. 
The old OPA mark-ups are hopelessly out of date. 

One more point on this tailor-making of regulations, OPS has consistently 
standardized regulations on a uniform national basis. 

The beef regulation, for instance, recognizes no Variations in consumer tastes 
and preferences from one region to another- although there historically have 
been strong differences, 

The dry grocery regulations, CPR 15 and CPR 16. establishes One uniform na- 
tional set of Inark-ups, ignoring regional] differences in mark UPS that have ex- 
sited historically on account of differences in operating costs, ete. 

In these two, and many other Ways, OPS has regimented food retailers, and 
forced them to change their customary mark-up and business Ppractices—eyen 
though not necessary to prevent evasion of regulations. 

In the opinion of the retail] food industry, the OPS has Violated both the in- 
tent and the letter of many Sections of the Defense Production Act. 

Worst of all. OPS keeps demanding of industry facts With which industry 
can support its contentions, and yet, for its part, OPS never produces facts to 
support any of its disputed regulations, 

It is Clear in the statement Of considerations for CPR 15 and 16—see Ops re- 
lease titled, “Re Food Margin Survey,” dated February 28, 1952- 
in CPR 15 and 16 were established on a basis of judgment. 

The OPS used OPA figures that were 9 years old in fixing the mark-ups under 
CPR 15 and 16 on the basis of judgment adjusted these but did not meet the 
industry's contentions. When the food retailers asked for changes, the OPS 
asked for facts. The industry cooperated fully and Willingly but today, after 
almost a year has passed, OPS insists that it needs still more facts, ignoring 
that it did not have facts on Which to base its origina] findings 

The effect of OPS regulations on the retail food industry have been very 
harmful. 

Figures on earnings published by the National City Bank of New York show 
that food retailers have averaged 1.4 cents per sales dollar in the 1983-50 period. 

During the last half of 1951—when the full effects of price controls were felt— 
i survey showed that profits after taxes had declined to >0.76 of 1 cents per dollar 
of sales, 


-that Margins 


One leading chain reported losses on retail operations in 10 out of 12 t-week 
accounting periods during 1951, 

Small grocers a]] over the United States have complained Of losses caused by 
OPS and some have testified before your committee, 

Almost all foods are in abundant supply, and controls are not needed. We 
recommended their Suspension in such instances. 

Where controls are kept, we respectfully ask that the Herlong amendment he 
clarified so that OPS can no longer persist in Violating the letter and the spirit 
of the law. 

Sincerely, 
COOPERATIVE Foop DisTripuTors OF AMERICA. 
NATIONAL ASSOCIATION oF oop Cy ALNS, 
NATIONAL Assox TATION OF RETAIL GROCERS, 
SUPER MARKET INSTITUTE, 


EXxHIBit A 


OPS STATEMENT ON HERLONG 


“Senator CAPEHART. Now, why did OPS exclude food retailers from the benefits 
of the Herlonge amendment ? 

“Mr. Burr (OPS attorney). The inswer is that we did hot exclude them from 
the Herlong amendment. The Herlong amendment, by its terms, applied only to 
reculations issued after July 31, 1951. In every regulation issued after that 
date, we have applied the Herlong amendment * * * We have followed 
that law to the letter. and we have fiven retail] Stores the Herlong permission 
On all those regulations * * * and where we have amended regulations we 
have applied the Herlong percentage, 

‘Senator CAPEHART, Do you mean you have given it to them On a regulation 
issued after July 31? 

“Mr. Burr. That is right. 

* * * * x Oe 

“Mr. Ac KLEY (OPS economist). There are no facts which indicate that re- 
tailers of food products are not receiving their historica] markups.” 
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THE FACTS 


The facts are that each of the three major retail food regulations issued b 
OPS since the Herlong amendment went into effect on July 31, 1951, hav 
denied food retailers their pre-Korean margins. 

Here is the record: 

Beef—Beef reguiations—CPR 25 revised—was issued Séeptetiber 27, 1951, 
months after Herlong amendment became law. 

This beef regulation does not comply with requirements of Herlong. 

It denies food retailers generally their pre-Korean percentage margins. 

Facts to support this contention have been presented repeatedly to OPS b 
representatives of retail grocers. 

October 17, 1951: Senator Maybank arranged a conference between OPs 
officials and representatives of independent, cooperative, supermarket, and chai 
food retailers. 

The industry presented figures to show the equeeze on pre-Korean margins un 
der CPR 25 revised. 

Survey of chain operations showed, for instance, that realized pre-Korea) 
margins of 214% percent on beef were reduced to less than 12 percent. 

October 18, 1951: Meeting between Arval Erikson, OPS official, and Commit 
tee of Meat Retailers at Erikson’s request. 

Mr. Erikson announced a cutting test would be made by OPS specialist at 
lbixie-Home Stores (Greenville, S. C.) starting immediately: that if this tes 
substantiated the figures previously submitted to OPS by Dixie-Home, the 
Retail Meat Industry Advisory Committee would be called to-Washington “nex 
week” to write a regulation to yield pre-Korean margins. 

October 24, 1951: Results of OPS cutting test at Greenville, S. C., reported 
to Mr. Erikson. Allowing for sale at full ceilings of every ounce of fat, bone 
and gristle permitted by the “loose” trim prescribed by OPS, a realized gros: 
margin of 13 percent ( a realized gross margin allows for shrinkage of 4 percent 
was computed by the OPS specialist from cutting tests on 13 sides of beef. OPs 
had previously informed the Retail Meat Industry Advisory Committee that 
CPR 25 revised, was computed to yield 18 percent realized gross (for group} 
stores). Obviously, no retailer could realize even the 13 percent because (a) li 
could not sell all cuts at ceiling prices; (¥) he would not attempt to palm off 
on his customers all the fat, bone, and gristle permitted by the old OPA 
specifications. 

November 15, 1951: The supermarket industry submitted detailed report 
Mr. DiSalle. Supermarkets showed that their pre-Korean margins on beef wer 
21 percent, on the average, and only 14 percent, on the average, under new beet 
order. 

All along, OPS has had more than ample evidence of the failure of its beef 
regulation to give food retailers their pre-Korean margins. Yet, here is the 
latest development : 

January 18, 1952: First official meeting of Retail Meat Industry Advisory 
Committee since Mr. Erikson’s promise on October 18, 1951, to call a meeting 
“next week” if OPS cutting tests at Greenville, S. C., substantiated figures pre 
viously submitted, which they did. Even though pressed for action by the 
industry committee at this meeting, any substantial revision of margins in CPR 
25 Revised was rejected by OPS officials until further “data’ was availabl 
particularly fourth quarter of 1951 earnings. 

Pork.—The pork regulation, SR 65, becomes effective on October 1, 1951 
Which is 2 months after Herlong amendment became law. 

The pork order provided by its very provisions that food retailers must ust 
the same dollars-and-cents margins they were using during the single week of 
January 19 to 25, 1951. 

The Herlong amendment specifies that retailers must receive the equivalen! 
of percentage mark-ups, not dollars-and-cents margins, that were in use during 
the full month of May 24 to June 24, 1950. 

By its very provisions, the pork regulation violates the terms of the Herlong 
amendment. 

Lamb, mutton, and veal.—The lamb regulation, SR 79, also covering mutton 
and veal, became effective on November 13, 1951. This was almost 3 months 
after the effective date of the Herlong amendment. 

Unlike the perk order, SR: 65, the lamb regulation provided percentage mai 
gins, whichis a step in the right direction. 





ong 


ton 
ths 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1313 


However, like the pork regulation, the lamb order ignored the pre-Koreun 
base period specified in the Herlong amendment in favor of a single week in 
January of 1951. 

In other words, the lamb order violated the specific provisions of the Herlong 
amendment. The record contradicts the statement of the OPS representative 
who told this committee that the OPS had carried out the Herlong amendment 
to its very letter. 

Potatoes.—Amendment 10 to CPR 15, issued January 28, 1952, prescribes for 
group 3 stores a mark-up over cost of 20 percent on prepackaged potatoes. 

Customary pre-Korean margins were closer to 33 percent on this bulky, low 
unit-price commodity. 

OPS has refused to reveal to its own industry consultants where they found 
the potato margins they prescribed. 


Exuisit B 
OPS STATEMENT ON BEEF TRIM 


“Senator Capenartr. Did not OPS violate this same provision by requiring 
meat retailers to cut meat in a prescribed manner? 

“Mr. Errkson. * * * IT want to say this, and make it clear, though, that 
OPS has only set the maximum amount of fat or maximum amount of bone which 
may be left on any particular cut. I think it has been intimated before the com- 
mittee that OPS requires the retailer to leave a certain amount of fat or bone on 
a particular cut. That is not the case. 

“He can trim that as closely ashe wantsto. * * *” 


THE FACTS 


OPS has distorted the facts when it says that it does not require the meat re- 
tailer to leave excess fat, bone, and gristle on retail cuts of beef. 

In effect it does so require, even though the words of the regulation do not come 
right out and say this waste must be sold consumers at the same prices charged 
for edible meat. 

They might as well, though. The beef regulation does not allow a higher price 
for a closely trimmed cut than a loosely trimmed cut, even though the closely 
trimmed cut represents a much better value to the customer and a much greater 
cost to the retailer. 

OPS simply uses its loose trim specifications as a basis for all beef prices. Since 
the ceiling prices OPS places on these cuts are quite low, the retailer is faced with 
a Hobson’s choice: Either trim the OPS way and lose customers, or trim the 
industry way and lose money. 

Thus, the OPS exerts the strongest kind of pressure on the retail meat dealer to 
trim loosely—economic pressure. 


OPS STATEMENT 


“Mr. Errkson. The close trim which some retailers have put into effect since 
OPA has not been adopted universally by the industry. It is our feeling that the 
standards which we now have are ones that can be policed without being burden- 
some to the retailers, the type of cuts which the small retailer for the most part 
follows.” 

THE FACTS 


It is true that the close trim has not been adopted by some retailers. 

On the other hand, it has been widely adopted in all parts of the country, and 
consumers have indicated a distinct preference for this method which gives them 
more edible meat for their money. 

OPS should have made allowances for retailers who trimmed off excess fat, 
bone, and gristle in the base period, just as it should have made its beef regula- 
tion flexible enough to allow for differences in consumer tastes in different parts 
of the country. 


The Cuarrman. The next witness is Mr. Hayden. 

Senator Ives. I will make this statement to you, Mr. Chairman. 
Mr. Hayden, Mr. Chairman, represents the New York Building Con- 
gress, Inc. He is chairman of a committee which is charged with 
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trying to get this matter of equipment, material for building purposes 

New York straightened out. 

Associated with him are the architects, the contractors, the trade 
union organizations, and all others connected with the building and 
construction industry in New York. 

Mr. Hayden has prepared a statement to be presented by him on 
the part of the general contractors of New York and these other mem 
ber groups of the New York Building Congress. 

Senator Frear. I suggest, Mr. Hayden, i in view of the length of you 
statement, copies of which we h: ave, that your statement be entered j 
the record at this point in your remarks before you go any further, so 
it will be here in full for the committee to consider before they conside) 
anything else. Is that agreeable with you? 

The Cuamman. This will be entered in the record in its entirety. 
(The prepared statement of Mr. Hayden follows :) 











STATEMENT ON BEHALF OF NEW YorK BUILDING ConGress, INc., J. FRANCIS 
HAYDEN, CHAIRMAN, CONSTRUCTION CONTROLS COMMITTEE 





_ This statement is submitted in support of amendments proposed by Senator 
Ives for himself and Senator Lehman to the bill (S. 2645) to amend and extend 
the Defense Production Act of 1950, as amended, and the Housing and Rent Act 
of 1947, as amended. The proposed amendments relate only to the allocation 
provisions of the Defense Production Act. The bill (S. 2645) now before the 
committee would extend the act for 2 years beyond June 30, 1952, without making 
any provision for the problems covered by the proposed amendments. 

The proposed amendments are not intended to touch the broad question 
whether it is necessary to extend controls nor are they intended to be any en- 
dorsement of the proposal to extend controls as far as building construction at 
New York is concerned. Their sole purpose is to provide in the event of exten- 
sion that the Congress enact specific amendments to require administration of 
the act in such a way as to assure adequate building construction allocations 
to distressed labor areas such as the Greater New York area where chaotic 
conditions have developed in the building construction industry as a result of 
National Production Authority policies and restrictions. 











CONGRESS, ITS PURPOSES AND CONSTITUENTS 





THE BUILDING 





NEW YORK 





The New York Building Congress, organized in 1921, presently has 673 member 
firms representing approximately 1,500 individual participants, and 315 indi 
vidual members made up of architects, engineers, building contractors, labor 
representatives, subcontractors, and material and equipment suppliers. The or 
ganization also has 3,118 honorary craftsmen labor members. The labor leaders 
in the Congress represent 150,000 AFL building trades mechanics. Our congress 
does not speak specifically for the heavy construction industry or small home 
builders although a few heavy contractors have been active members for years. 

The purposes of the organization are to unite individuals, firms, labor organ 
izations, and associations engaged in or related to the construction industry 
for cooperation on problems affecting the entire industry; to define the func 
tions and to harmonize the activities of various groups in the industry; to com- 
pile accurate information concerning legislation and economic conditions af 
fecting the industry; and to conduct research projects and similar educational 
activities, 












OUR COMPLAINTS UNDER PRESENT ACT 





POLICIES AND RESTRICTIONS 
NEW YORK AREA 





tEGARDING NPA 
AFFECTING 











After the controlled materials plans became effective on October 1, 1951, the 
New York Building Congress complained to Mr. Manly Fleischmann, Adminis 
trator of National Production Authority and to Mr. Charles E. Wilson, the di- 
rector of the Office of Defense Mobilization that the policies and restrictions 
employed in administering the act in relation to building construction industr) 
at New York were actually stifling and destroying the industry, and causing 
growing unemployment in the building trades. We pointed out that the regu 
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lations were obscure and complex, that the field of building construction was 
not recognized as a separate and substantial industry, that no consideration 
was given to its peculiarities such as the need for long planning before any siz- 
able construction project can reach the point where construction is actually 
commenced, that no consideration was given to the fact that broad restrictions 
of Nation-wide application are unworkable in densely populated areas of high 
land values and high construction cost, and that since the middle of 1951 all 
powers had been transferred from regional NPA offices to Washington for 
handling by mail so that no effective consideration could be given to local prob- 
lems such as growing unemployment and distress arising in the industry at 
New York. 

We also made the general complaint that the industry advisory committtee 
required under the act had not been fully utilized by NPA but was said to have 
been used as a rubber stamp. 

We further pointed out that there had been no attempt to ascertain what 
amount of critical materials was or would be left after taking care of military 
and defense requirements, much less what New York's fair share of the re- 
mainder would be on the basis of employing a percentage of an appropriate 
base period preceding June 24, 1950, as contemplated by section 701 (c) of 
the act. We questioned alleged shortages of material in view of the steel 
industry’s claims of no shortages, and we pointed out the need for an accurate 
inventory of materials in short supply—not a mere comparison of new pro 
duction figures with somebody's statement of alleged military and defense 
requirements. 

We prophesied that if drastic administrative relief were not given immedi 
ately the building-construction industry at New York would be cut back 90 
percent of its 1950 volume. Our review of the situation was embodied it 
a printed presentation, copies of which have been submitted with this statement. 

In response to similar but earlier Complaints our representatives had been 
told that our industry was a mere service arm for other business, and that 
matters would have to be handled on a case by case basis by claims by owners 
for exemption from the regulations because of individual hardship. 

After our formal appeals to Mr. Fleischmann and Mr. Wilson in December 
1951, and conferences between the New York congressional delegation, NPA 
officials and our representatives, NPA has taken a few corrective steps. For ex 
ample, it has made a real effort to consult with the national industry advisory 
committee; it has promulgated a single construction regulation (Revised CMP 
Regulation No. 6 effective March 6, 1952) in place of the earlier regulations, 
orders, and directives; it has announced approval of church projects, penal 
institutions, and fire houses thereby releasing a few projects to New York: and 
on March 7, it announced the release of 35 new projects aggregating $17,857,447 
of construction for New York and northern New Jersey 

Another development confirming our view of the critical situation which was 
developing is the recent belated proclamation by the Government that New York, 
Detroit, and other cities are distressed areas having a labor surplus and that 
efforts will be made to channel defense work to those areas. This may result in 
the award of manufacturing contracts but it can hardly result in defense con 
struction in the immediate future. 

In January 1950 approximately $50,000,000 of new construction starts were 
made, In the last quarter of 1951 and the first quarter of 1952, NPA turned 
down about SSO0.000.000° of projected construction for New York. As already 
noted almost $18,000,000 of new construction for New York and New Jersey 
has just heen approved, and it was indicated on March 6 that all projects previ 
ously rejected would be permitted to go ahead in the last half of 1952. Even 
this allowance for 1952 is only equivalent to the starts in about one month and 
a half of early 1951. New York’s normal volume of new construction starts 
is well over a half billion dollars. 

NPA is now trying to close the gap by approvals of various types of projects 
but its previous actions and its pessimistic predictions until recent weeks have 
discouraged owners from initiating new projects, and from employing architects 
and engineers to prepare plans which frequently take 6 months to a year to 
complete, 

We must admit that we know of no practical way to fill up the gap which has 
developed except by taking every possiMe step to assure the entire public that 
new construction may go ahead and that there will be no repetition of the restric 
tive policies which have bronght about the present unfortunate situation. One 
positive means of doing this is by the amendments outlined below which will 
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plainly and unmistakably indicate the intent of the Congress to avoid suc} 
situations. 


THE PURPOSE OF THE PROPOSED AMENDMENTS 


“Section 2 of the Defense Production Act of 1950, as amended, is amended by 
adding an additional sentence to the second paragraph thereof reading as fo! 
lows: ‘In preventing such strains and dislocations upon the distribution of 
materials for civilian use in different parts of the United States, adjustments 
shall be made, wherever practicable, in favor of areas where a labor surplus 
develops in any industry because of a lack of defense work or material short 
ages, so that the development of normal civilian activities in such industry may 
offset such economic dislocation’.” 

Section 2 of the act is the general declaration of policy. It now recites the 
congressional intent that the President shall use the powers conferred to pro 
mote national defense by meeting, promptly and effectively, the requirements of 
military programs, and “by preventing undue strains upon—distribution of ma 
terials for civilian use.” It also contemplates that the national economy will be 
maintained “with the maximum effectiveness and the least hardship.” 

The proposed amendment to section 2 will require specific adjustments i: 
allocations in favor of distressed areas where a labor surplus develops because 
of a lack of defense work or material shortages. It will necessitate direct 
adjustments so that industry will not be wiped out in one area while another 
enjoys a boom. It will eliminate reliance on schemes to channel work to thoss 
areas, and instead permit those areas to plan their own work within some definite 
allocation adjusted to meet the local situation. 

“Section 404 of the Defense Production Act of 1950, as amended, is amended 
to read as follows: 

‘*Sec. 404. In carrying out the provisions of this title, the President shall, so 
far as practicable, advise and consult with, and establish and utilize committees 
of, representatives of persons substantially affected by regulations or orders 
issued hereunder and, wherever practicable, particularly with respect to indus 
tries which are regional in character, such as the Building Construction Industry, 
such committees shall be established on a regional basis, and whenever there is 
a delegation of powers under this Act to a regional administrator, such admin 
istrator shall consult with the appropriate regional committee in carrying out 
the provisions of this Act. Such committees shall be selected so as to give rep 
resentation to every industry substantially affected by such regulations and 
orders, and no such industry shall be eliminated from representation on thi 
ground that it is a service agency.’”’ [New matter in italic.] 

This amendment would insure recognition of the building-construction industry) 
as an industry in itself and not a mere service arm of other industries. It would 
also require regional representation, and enable regional administrators to 
consult with regional committees. At the present time NPA is still trying to 
handle all prob'ems together without utilizing competent local committees to 
advise on local problems. 

We feel that distress conditions would not have developed in so many localities 
if provision had been made for competent local advisory committees close to local 
problems. 

“Subsection (c) of section 701 of the Defense Production Act of 1950, as 
amended, is hereby amended by adding an additional sentence thereto reading 
as follows: ‘Whenever such powers are invoked, the regulations or orders em 
ployed by the President, shall include his determination of the appropriate rep 
resentative period to be the base period for determining the fair shares allocable 
to the various segments of business, and the percentages used in fixing each 
segment’s share, and the reasons why, in any particular case, it was found 
impracticable to allocate in accordance with the base and percentage of the 
segment or segments of business involved.’ ” 

Subsection (c) of section 701 of the act plainly requires a method of allocation 
which would have assured every segment of industry its fair share of critical 
materials remaining after military requirements were met. It requires alloca 
tion by using a fair share of the amount received by each segment in a represent 
ative base period proceeding June 24, 1950. 

NPA has never attempted to comply with that subsection. It has never in 
dicated if it knew, exactly what the remainder would be as far as civilian con 
struction was concerned nor what share of its base period would be made 
available, or even what its base period was. 
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The proposed amendment requires specifically a determination and promulga- 
tion of the base period, and the fair shares of each segment of industry involved, 
and the reasons why, in any case, a normal allocation was impracticable. 

Only by having these factors plainly shown can any industry be certain that 
the necessary determinations are being made. In New York’s case it was 
impossible to tell hew a 90 percent cut-back was being determined although 
that was-plainly the result in fact. One could only assume that there was in 
fact no determination either of the amount of critical building materials available 
for civilian yse,or of the fair share allocable to the building construction in- 
dustry in New York . 

“Section 701 of the Defense Production Act of 1950, as amended, is further 
amended to add an additional paragraph, subsection (d) to read: ‘(d) When- 
ever power to control building construction is invoked, and the President shall 
find that land values, density of population or high construction costs, or any 
combination thereof, in any geographical area render it impractical by regu- 
lation or rules of national application, to maintain such area’s fair share of 
construction volume at 1950 levels, he shall designate such areas as “Special 
Construction Areas,” and shall make separate allocations for each such area 
sufficient to maintain construction levels therein at a fair share of its volume in 
the appropriate base period determined pursuant to subsection (a) of this sec- 
tion.’ ” 

This proposed amendment implements the clarification of policy by the pro- 
posed amendment of section 2 of the act. It provides for nondiscriminatory 
recognition of densely populated areas of high land values. It eliminates neces- 
sity for reliance on agency proclamations that an area is distressed, and ad- 
ministrative schemes to divert defense work. It requires separate allocations 
to such areas to provide them with a fair share of their previous normal volume 
of building construetien in the appropriate base period. 

“Section 701 of the Defense Production Act of 1950, as amended, is further 
amended to add an additional paragraph, subsection (e) to read: ‘(e) Whenever 
the power to control building construction is invoked, and the President shall find 
that land values, density of population and high costs of construction or any 
combination of those factors in any geographical area render it impractical in 
such area to provide its fair share of necessary housing by allocations for the 
construction of single family homes, the President shall designate such areas 
as “Special Housing Areas,” and shall make separate allocations for each such 
area sufficient to provide for multiunit housing construction therein at a fair 
share of its volume in the appropriate base period determined pursuant to sub- 
section (c) of this section.’ ” 

This amendment was suggested by the fact that home builders in many parts 
of the United States were permitted to build hundreds and thousands of small 
homes, each having its ewn permitted allocation while places like New York 
where only amultinnit housing is feasible were limited to single allocations for 
each entire building. No consideration was given to the fact that such multiunit 
buildings provided by apartments the equivalent of that many single family 
homes. The amendment would require allocation in special areas on the basis 
of a fair share of previous normal volume of multiunit housing construction 
compared with other areas using single family units. 

“Section 701 of the Defense Production Act of 1950, as amended, is further 
amended to add an additiénal paragraph, subsection (f) to read: ‘(f) Whenever 
power to control building construction is invoked, the President, may, by regu- 
lation or order, require every person having possession of any building material 
or equipment found by the President to be in short supply, to file within a desig- 
nated time, a sworn report of the amount, description and location of such 
material.’ ” 

This amendment is intended to require a realistic inventory of any critical 
material in short supply. The public has been upset repeatedly by controversy 
between industry officials and NPA as to whether there was in fact a steel short- 
age. The act was intended to prevent hoarding and profiteering. (See sec. 102.) 
Several investigations by congressional committees have explored the ramifica- 
tions of the “gray market” and “daisy chains” in steel resulting in large profits 
to persons previously unknown in the business. 

If there is to be allocation of any critical material with resultant hardship to 
any of our citizens in the normal course of their daily business, everyone having 
a supply of that material should be obliged to disclose its existence and where- 
abouts. With such a disclosure, the Government can act with real knowledge 
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as to actual supplies in the country, and can take effective steps to direct such 
supplies to those who need it. 

“Section 709 of the Defense Production Act of 1950, as amended, is hereby 
repealed.” 

This repeal would eliminate the section which purports ‘to deprive applicants 
of redress to the courts under the Administrative Procedure Act after they have 
exhausted their appeals to NPA. It also eliminates a peculiar provision that 
no rule, regulation, or order shall be held invalid even though it should be found 
by judicial or other authority that a statement of required industry consultation 
is inaccurate. 

‘the act provides elsewhere for a special court to pass on price orders but it 
denies judicial redress to an applicant for a materials allocation or permission 
to build. The Administrative Procedure Act was intended to correct evils re 
sulting from the difficulties of obtaining an adequate review of administrative 
determinations affecting private business. Under NPA entire industries hav« 
been threatened with destruction under circumstances particularly emphasized 
by the plight of New York, Detroit, and many other cities. When this goes on, 
anyone so drastically affected should have an adequate judicial review 


CONCLUSION 


The proposed amendments seek to have the Congress indicate incisively that 
whenever controls over building construction are invoked, such controls shall be 
exercised only in such a way that due consideration shall be given to local condi- 
tions, and effective steps shall be taken to avoid the destruction of an industry 
in an area Jike New York with resultant unemployment and economic distress 
The results of NPA policies and restrictions shown in the New York situation 
could not have been intended by the Congress. If the clarifying and corrective 
provisions of the proposed amendments are not adopted, it may be argued that 
the Congress acquiesced in those policies and restrictions despite the unfor 
tunate results which followed at New York and elsewhere. Even our courts have 
looked to the record of how an administrative agency construed a congressional 
enactment in order to determine the original intent of the Congress particularly 
where there seemed to be a legislative acquiescence such as an extension of the 
law. 

Despite recent efforts to release construction projects at New York, we know 
that irreparable damage has been done. Neither the methods used nor the 
results which followed can be attributed to the intent of the Congress. The 
proposed amendments will disavow any claim of acquiescence by the Congress 
and will at the «nme time prevent any repetition, and give full assurance to the 
people of all distressed areas that they may go forward with plans for normal 
plans for Civilian construction on some fair basis without fear of sustaining 
irreparable loss. 


SUMMARY OF PRESENTATION BEFORE Hon. MANLY FLEISCHMANN, ADMINISTRATOR, 
NATIONAL PropUCTION AUTHORITY, BY NEW YorK BvuiILpING Conoress, INc., 
CONCERNING THE PRESENT CONDITIONS IN THE BUILDING CONSTRUCTION INDUS 
TrY AT New YORK AND THE URGENT NEED FOR REMEDIAL ADMINISTRATIVE ACTION, 
DeEcEMBER 5, 1951 


Memorandum for Hon. Manly Fleischmann, Administrator, National Produc- 
tion Authority, Department of Commerce: This presentation is submitted by the 
construction controls committee of the New York Building Congress, Inc., on 
behalf of the congress and the building construction industry of metropolitan 
New York for the purpose of showing special conditions at New York resulting 
from construction controls and the application of the controlled materials plan 
there and to urge the Administrator to take recommended administrative action 
to alleviate such conditions. 

The New York Building Congress and those for whom it speaks are fully aware 
of the general problem which confronts the Administrator in endeavoring to ad- 
minister restrictions and contro's on a Nation-wide basis and wish to do every- 
thing within their power to cooperate with him in accomplishing the purposes 
of the. Defense Production Act, but they believe that the New York situation 
presents unique problems of general hardship which cannot be handled ade 
quately on a case-by-case basis, for the reasons set forth below. 
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THE NEW YORK BUILDING CONGRESS, ITS PURPOSES AND CONSTITUENTS 


The New York Building Congress, organized in 1921, presently has 673 mem- 
ber firms representing approximately 1,500 individual participants, and 315 indi- 
vidual members made up of architects, engineers, building contractors, labor 
representatives, subcontractors, and material and equipment suppliers. The or- 
ganization also has 3,118 honorary craftsmen labor members. The labor leaders 
in the congress represent 150,000 A. F. of L. building-trades mechanies. 

The purposes of the organization are to unite individuals, iu.ims, labor organi- 
zations, and associations which are engaged in or related to the construction in- 
dustry; to bring about a mutual understanding among them through cooperation 
on problems affecting the entire industry and to provide an opportunity for con 
certed action; to deline the respective functions and to harmonize the respective 
activities of various groups in the industry; to compile and distribute accurate 
information as to legislation and economic conditions affecting the industry; 
and to conduct research projects and similar educational activities. 

Our congress does not speak specifically for the heavy construction industry 
or small home builders, although a few heavy contractors have been active 
members for years. 


BACKGROUND OF THE NEW YORK SITUATION 


Metropolitan New York is not only the largest urban area in the United States 
but also the most densely populated area with highest land values. For this rea- 
son alone almost every ordinary building project must utilize multistory con 
struction in order to be practical as a matter of cost In the Borough of Man 
hattan, private homes are fast disappesring and being replaced by multiur 
housing. As the greatest trade center and port in the world, New York is now 
largely given over to commercial and industrial buildings, multiunit housing, 
and institutional buildings. ‘The type and size of buildings thus required do not 
lend themselves to substitutions or makeshifts. 

In this setting, with present construction costs being so high, an ordinary 
construction operation in New York involves major problems and substanti 


il 


commitments beginning with the owner's determination of his requirements, 
budget problems, site acquisition, mortgage financing, preliminary designs and 


sketches, test borings, employment of architects and engineers to complete 
the design and working drawings, building and other municipal department 
approvals, the letting of a construction contract, and finally the doing of the 
work itself. At the last point there are further problems of letting subcontracts, 
obaining material and equipment, and procuring labor forces. 

In New York most jobs of necessity take a year or more from the time : 
contract is let, but usually the preliminary steps take a much longer time 
For example, working drawings alone may take 6 months to a year or more. 

Jobs now in the course of completion were conceived 3 years ago and occupied 
the personnel of architects’ and engineers’ offices 2 years ago. The real test of 
what job will be available for letting and provide actual construction work in 
the months and years to come rests, therefore, in the picture of what has been 
going on in those offices during the past year. 

There is attached as appendix A a summary obtained by a canvass of the offices 
of some of the leading architects and engineers to see what has hppened to the 
development of new projects at New York. In substance this shows that the 
work started in the offices of representative architectural and engineering firms 
for the period of August through October 1951 was 90 percent off the amount 
of work started in those offices during the same period in 1949. The estimated 
volume in dollars in the 1949 period (August through October) was $49,400,000, 
and the dollar volume for the same period in 1951 was only $4,800,000. 

All this is apart from (1) the many cases where owners and architects had 
reached a point of having completed plans and specifications at considerable cost 
ready for bidding but cannot proceed because their application on Form CMP-+4C 
is either not acted upon or has been denied and is now on appeal and (2) 
those cases where owners and contractors had on hand all the materials necessary 
to get construction actually under way but were stopped in the middle by a 
change in the regulations and orders. 

The labor situation in New York is also unique in that there i 
insignificant work in New York, as hereinafter shown, and as a re 


1 See pt. IV. 
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tion labor has been forced to the choice of either traveling away from New 
York or seeking outside employment in other occupations. A similar situation 
occurred during World War II, with the result that over 5,000 skilled mechanics 
never returned to New York, and consequently, when the wartime emergency 
ended and new construction work was resumed, there was a labor shortage 
This history is now repeating itself, as appears from a series of telegrams from 
labor organizations attached hereto as appendix B. 

Another peculiar situation applicable to New York construction work but 
frequently overlooked is that in such construction five men are employed in the 
shops for every man employed on the job site. We refer to shop draftsmen, fabri- 
cators, woodworkers and finishers, metalworkers, duct workers, appliance and 
fixture workers, and the like. Thus unemployment ef the man im the field at 
New York must be multiplied by five in order fairly to measure the full impact 
of unemployment. 

Here again, all this is aside from concomitant and resultant unemployment in 
the forces of the architects, the engineers, and the contractors. This involves 
various suboccupations as follows : 


As to architects: 
Designers 
Draftsmen 
Specification writers 
Inspectors 
Estimators 
General office personnel 
As to engineers : 
Structural designers 
Mechanical designers 
Electrical designers 
Draftsmen 
Specification writers 
Inspectors 
Estimators 
General office personnel 
As to contractors: 
Subcontractors 
Material suppliers 
Equipment suppliers 
Construction superintendents 
Construction clerks and timekeepers 
Payroll and billing clerks 
Auditors 
General office personnel 


Data supplied by our labor organization members (appendix B) indicate that a 
study of their records shows that at New York there is now a drop in field 
employment of mechanics and laborers of approximately 40 percent. The same 
data show the prospect of things to come. It appears that, at the present rate 
of progress, construction employment in the field may show an aggregate drop 
of 90 percent in a matter of months. 

As already indicated, the present and prospective drop in field employment 
of mechanics and laborers must be multiplied by five in order to show the total 
actual unemployment of construction and related labor involved. In addition, 
one must remember the concomitant unemployment in the offices of architects, 
engineers, builders, subcontractors, and material and equipment suppliers. 

Another serious situation in the New York labor picture which must be kept 
in mind in order to complete one’s background in the industry is the problem 
of training apprentices. When journeymen are walking the streets of New 
York, there is no place for apprentice training. The problem is the same whether 
one is concerned with erecting housing, industrial buildings, or commercial 
buildings. Skilled mechanics and competent construction laborers cannot be 
trained overnight. The very nature of the building-construction industry is 
such that there must be a steady flow of employment within some limits in order 
to provide the apprentice training from which the industry can continue itself 
in the future. The supply of essential labor for this industry cannot be turned 
on and off at will. 

All of the foregoing aggregate background has been set forth here to point up 
the peculiarities of the building-construction industry at New York and its 
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unique labor problems. Full knowledge and a thorough understanding of this 
background are essential to any intelligent attempt to promulgate and administer 
controls affecting the building-construction industry in New York. 


I. THE CONSTRUCTION FIELD IS A HIGHLY COORDINATED INDUSTRY AND SHOULD BE 
TREATED SEPARATELY AS SUCH 


All the administrative promulgations appear to have been proceeding on the 
basis that building construction does not constitute a separate industry like the 
automobile industry, the steel industry, etc.” As a result, some parts of an inte- 
grated job under present controls are thrown to industry levels to obtain mate- 
rials, while others have to obtain materials on the basis of the job itself. In 
any event, the building cannot go up without both requirements being met. 

In failing to recognize building-construction’s status as an industry, there 
have been no proper administrative consultations with its representatives prior 
to promulgation of regulations or changes in regulations.” 

Recognition of the nature and importance of the construction industry has been 
given by OPS. 

Also, it is believed that in some cases consultation was had with national trade 
representatives of heavy contractors. They build roads, tunnels, bridges, etc., 
and do not consider themselves to be building constructors. 

We attach as appendix D an article from Business Action, May 19, 1951, 
page 7, purporting to show what happened to the Administrator's advisory 
committee. 

If, as we believe, NPA restrictions and controls on our industry have been 
promulgated and administered without the proper technical advice in our 
field, and under the mistaken assumption that our field is not an industry, 
it is little wonder that we find the regulations obscure, complex, confusing, 
and unworkable. 

The whole idea of utilizing two types of control—namely, end-use control 
and authorization of specific allotments—is unrealistic, confusing, and im- 
practical. When both apply to a constructor or owner in the course of a single 
project, What yardstick of cut-back is being used against him? 


*It was recently rumored that the Government was setting up a separate unit or agency 
to act as a claimant agency for construction, but this has not been announced officially. 
At present 15 agencies can claim for different categories of construction See appendix 
© showing an article reprinted from Magazine of Building of September 1951, p. 157. 

* See. 404 of the Defense Production Act provides that in its administration “the President, 
shall, so far as practicable, advise and consult with, and establish and utilize committees of, 
representatives of persons substantially affected by regulations or orders issued hereunder.” 
See also sec. 709. As a matter of required form, most of the regulations recite prior con 
sultation with trade representatives and consideration of their views. In practice their 
unanimous objections to proposed amendments have been disregarded. and the amendments 
were issued the same day. See situation on promulgation of order M—4. 

‘Contrasting with NPA action, OPS on November 14, 1951, issued Ceiling Price Regula- 
tion 98 with a statement of considerations recognizing the importance of the construction 
industry and its peculiarities as follows: “Each type of construction service may involve 
the activities of contractors in specialized branches of industry such as plumbing, heating 

ir conditioning, electrical work, sheet-metal work, carpentry. and the like in all of the 
many construction trades” and “The construction services rendered by the construction 
industry as a whole vitally affect the national economy. In dollar volume of business, the 
construction industry ranks high in dollar value in the Nation’s economy The Depart 
ment of Commerce has found that total construction activity amounted te £36.6 billion in 
1950, New eonstruction accounted for $27.9 bi'lion of this total : $8.7 billion represented 
expenditures for maintenance and repairs. The same source reports that gross private in 
vestment in the industry during the second quarter of 1951 amounted to $22.3 billion on 
an anual basis. This is almost as great as the amout of money invested in the manu 

icture of all durable consumers’ equipment during the same period. 
“The economic significance of the industry is also impressive when considered in relation 

cross national product and gross private domestic investment in the country During 
the first and second quarters of 1951, the value of investment in the industry amounted to 
7.5 percent and 6.8 percent, respectively, of the gross national product. In the seme periods, 
t amounted to 40 percent and 35 percent of the Nation's gross private domestic invest 
nent’ and "Construct’on contractors to some extent may be likened to manufacturers in 
that they use laobr, materials, and equinment to remold materials into a new form for use 
in a new function The distinction ends there. Construction contractors cannot orerate 

i fixed, sheltered place. The source of their labor constantly changes : the equivment used 

them is mobile and diverse in type: and the jobs performed by them rarely sre the same 
with respect to elements of labor, materials, and related demands for service and equipment 
for any given job” and ‘“‘This regulation. therefore, is issued to meet the snecific needs of 
he construction industry. New or supp'ementary regulations tailored to the needs of the 

ecia baad branches of the industry will be issued if the need proves substantial or 
sonable,” 
In the OPS reenletion, CPR 98. see. 2. industry definitions clearly recovnize the 
rence between building construction, highway construction, heavy constrvction and 
id construction, and miscellaneous construction See also OPS Trade Guide, CPR 


a 


‘ 


Definitions of Construction. 
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There should be a clear system of control fitting into the realities of the 
industry attempted to be controlled. It should be one which everyone in the 
business can understand and can be compelled to follow. 

We fear that the present system is illusory and that, except for completely 
barring certain types of construction (subject to many exceptions)" and the 
screening of particular projects which is inadequate because it is not performed 
at a local level by people having knowledge of local conditions, there is no reat 
control except the natural decency of our industry and our desire to cooperate 
no matter how confused we may be. 


Il. THE REGULATIONS AND THE CHANGES CONTAIN OBSCURITIES WHICH PRECLUD 
OUR INDUSTRY FROM KNOWING WHAT IS DESIRED 


It seems axiomatic that any rule or regulation imposed on a large body) 
our Nation in carrying on its usual daily business or trade should be simple, clear 
and beyond controversy over ordinary terms and meanings in the business o1 
trade. 

There is attached as appendix E a summary prepared by counsel for an 
important institutional investor showing some specific obscurities which puzzi 
these subject to the regulations and also must be, we assume, a corresponding 
puzzle to the Administrator's field personnel charged with administration and 
entorcement. 

It is bad enough to have to proceed on major issues of business life wit! 
speculation as to how the Justices of the Supreme Court may divide without 
having to consider in every minute detail of a construction project how the 
Administrator or the regional director or the division head or the unit head o1 
the enforcement bureau might hold. 

I norder to Show a concrete example of the difficulties of a builder trying to 
comply with rules and regulations under the present system, we attach 
appendix G a current newspaper article from the Daily News. This one speaks 
for itself. 

It is interesting to review the present accumulation of law and administrative 
regulation, question and answer and other explanatory data, instructions 
amendments, changes, and rulings which the Administrator has issued against 
our industry under penalty of fine, imprisonment, and administrative suspension 
from business for any single violation. 

There is attached as appendix H a statement by Commerce Clearing House of 
What every builder should not be without. A complete set of these essential pro 
mulgations ,pronouncements, and explanations will be exhibited along with this 
presentation. 

Having alt this material which has been promulgated in Washington and about 
which most builders never see more than a squib in a New York newspaper, fre 
quently a confused rewrite man’s version, our builders are supposed to be abl 
to construe this maze of words and translate it into their daily pursuits. 


IlI. CONSTRUCTION JOBS IN NEW YORK CANNOT BE HANDLED ON A QUARTERLY 
ALLOCATION BASIS 


Unlike industries which turn out a standard commodity in volume, or even the 
private single family house construction branch of our industry which can pro 
duce designated quantities of stereotyped houses in development projects, the 
building construction business in New York is naturally confined to public, com- 
mercial, institutional and multiunit housing projects varying in every instance as 
to size and intricacy. Each project as already noted usually takes 1 to 2 years of 
actual construction. 

Under these circumstances the physical production of such building projects 
cannot be measured in terms of quarter-annual periods. Furthermore, the entire 
delivery and installation of a particular critical item such as steel may neces- 
sarily be required in one or two quarters out of a 2-year period for the entire job 

The use of controls which may workably regulate the production and distribu 
tion of automobiles and television sets, cannot possibly work when attempted to 
be applied to building construction. No comparison can be made with prior 
quarters in 1949 or 1939 as a measuring stick. Our buildings must be substanti: 
durable, and safe in order to induce owners to build, and to assure long-teri 
financing, and to obtain ordinary municipal approvals. 


® See criteria for M—4 exceptions printed at appendix E. 
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We suggest that approvals and material allocations in our case should be made 
on the basis of each entire project and the entire period of construction involved. 
Furthermore, the rules should never be changed in the middle of the course. 
Once a project as such is approved and an entire allocation made, any future 
amendments to the regulations should not be permitted to have retroactive effect. 

Having in mind that the award of an allocation in effect gives no assurance to 
an owner that he will in fact be able to obtain the materials involved,’ it is 
shocking to general American concepts to find retroactive changes made applicable 
to projects actually under way and where owners were either informed officially 
that no approval was necessary or had received actual approval. All this had 
occurred after owners have incurred financial and property commitments, and 
laid out architects’ and engineers’ fees, and in some cases paid part of the actual 
cost of construction. 

We attach as appendix I, an article by Myron L. Matthews recently published in 
Construction Market (a Dow Service weekly for the trade) in 
ments better than we can on retroactive changes. 

All this supports our studied conclusion that quarterly allocations to build- 
ing construction projects should be eliminated, and that amendments should 
be made to provide for the approval of each project and a complete allocation 
regardless of the period of actual construction. 

The question of a measuring stick still remains. Since everyone recognizes that 
cut-backs have been found to be necessary, we suggest that the only feasible 
norm is the over-all amount of construction started in the New York area in 

given period (statistically adjusted to allow for rises in construction costs) 
which can then be cut back percentagewise. If approvals and allocations are 
granted on a project basis until the resultant quota for the area and the current 
period is used up, no one can complain. 

If. for example, a 10 percent cut-back is deemed necessary, one can readily 
determine as later statistics in this memorandum show, the over-all amount of 
construction which should be approved for starting in a forthcoming period. 

We shall suggest later in this presentation how such a program of approval and 
allocation can be administered without additional expense to the Government. 
In the meantime, we submit that the present program is unrealistic, unfair, and 

nworkable. It should be changed . 


which he com- 


1\ THE ENORMOUS DROP IN CONSTRUCTION AT NEW YORK NOT ONLY SHOWS THE 
IRREPARABLE DAMAGE DONE BY THE PRESENT SYSTEM OF CONTROLS AND INDICATES 
THE DANGERS AHEAD BUT ALSO POINTS THE WAY TO A CONSTRUCTIVE AND WORK- 
\BLE METHOD OF REGULATION 


The Bureau of Labor Statistics, New York regional office, releases statistics 
vhich highlight the serious condition of the construction industry in New York 
City. In the Bureau's bulletins, it is shown that the valuation of all construc- 
tion started in New York City, by private and public funds for the first 10 months 
of 1951, 1950, and 1949 was as follows: 


Valuation 1951 — g 
Valuation 1950 
Valuation 1949__ 


6311, 722, 000 
; 375. 950, 000 
ss ipasblegeeepantaita ‘ ; _. 455, 486, 000 


While these figures alone show a serious retrogression, cognizance must be 
aken of the fact that costs have risen since 1949 and in consequence actual 
physical construction in 1951 is made less by that degree. Weighted by the cost 
actor, i. e., taking April 1926 as a norm (100), the April 1949 index stood at 
204, 1950 at 187.2, and 1951 at 239. Hence starts in construction in 1951 for 
10 months, translated into physical volume, were only 60 percent of the value of 
the starts made in the like period of 1949. 


‘In view of open public controversy as to whether there is an actual shortage of steel, 
we are wondering when there is going to be some determination of the true facts on that 
score. If indeed there is no shortage of steel, it is high time for some changes in the 
regulations With controls being as illusory as we have suggested, we read with interest 
the new warehouse steel order (M-6A) to take effect January 1, 1952. It seems to us 
that the Administrator claims shortage by putting production figures against allocations 
but we do not see how any one physically checks inventories. When we want to know how 
much money we have in our pockets we get it all on the table and count it 


96315—52 pt 2— 2o 
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To indicate the well-established trend the following without weighting is offered 





1951 1949 | Decrease 


I nk ccintipidea een aeiaaail js ‘ 27, 323, 000 80, 785, 000 53 462, (x 
After second month_...-....-.----- ab ; 47, 042,000 | 128, 750, 000 | 81, 708, 0) 
After third month... _..--.>--- Bo et re rr 73, 493, 000 165, 482, 000 91, 989. 1% 
After fourth month. ---- Lcinigeaetaer aise weusiele -| 119,908,000 | 219, 564 000 | 99, 656, | 
After fifth month. ....-- on a el 156, 515,000 | 270,233,000 | 113, 718, 
After sixth month..__.--..-- ans ‘ paees b ; 188, 784, 000 307, 853,000 | = 119, 069, 0 
After seventh month ; puika 220, 002, 000 340, 010, 000 120, 008, «x 
After eighth month_---- Sieg dnigsehastetgheeadnnie a tuce ‘ 264, 625,000 | 371,174, 000 106, 549. 0 


After ninth month_--.- -— : 291, 933, 000 415, 239, 000 123, 306, 0 
After tenth month---...----- slaiietana ie ...| 311,722,000 455, 486, 000 143, 764, 0 


Only in one instance was the downward trend temporarily reversed. 

Looking at trends in particular segments of construction in an effort 
measure impact of regulation, we find that in the first 10 months, new pe 
manent dwelling units started in New York City—again adjusted by cost fu 
tors—to be 52 percent below the volume of valuation of the corresponding period 
of 1949. 

In addition the same trend is seen in other construction activities. Schoo! 
construction under the jurisdiction of the Federal Security Agency is receiving 
like treatment. This is contirmed by a recent statement of Dan L. Essex 
director of the school building and grounds division of the New York Stat: 
Education Department, who said that school construction was declining to a 
calamitous stage and that of the 13,746 tons of steel asked for the fourth quarte! 
only 5,454 tons were allotted and of the 20,873 tons requested for the first quarte: 
of 1952, only 2,362 have thus far been released. 

We do not have available processing data on the Housing and Home Finance 
Agency. However, it is assumed that Federal housing will follow the existing 
patterns. To bear this out, figures recently released show that in the field ot 
federally financed dwelling units 744 were started in New York City this Sep 
tember as compared with 2,426 September a yeur ago, a decline of approximate!) 
70 percent. 

It must be remembered that this reduction in volume was in the main 
complished under prior regulations. The impact of the controlled materials pla: 
and its more rigid criteria have not been reflected in these figures by virtue of 
the fact that CMP was not made applicable to the construction industry unti 
the fourth quarter of 1951. That restriction on local construction will become 
progressively more severe is borne out by the figures inspected at the NPA, r 
gional office which showed that of the applications submitted to Washingto 
for fourth quarter allotments, $88,000,000 of nonresidential construction has 
been reported denied. In projecting the ultimate effect of regulation on ou: 
local industry it would therefore be safe to assume that final figures for 1951! 
should show an over-all decline of more than 50 percent and for 1952 the pros 
pect is even more alarming. 

Only in the field of institutional buildings—hospitals, asylums, medical clini: 
buildings, sanitariums, charitable institutions, ete., and affiliated buildings—has 
New York fared well—starting approximately $41,000,000 of this type of co! 
struction (one a veterans’ hospital to cost $24,000,000) as against $2,250,000 
worth of similar type started in 1949, and requiring 3 years to bnild. 

Nonresidential structures as classified by the Bureau of Labor Statistics ar 
not entirely parallel but come by definition most closely to those under tli 
jurisdiction of NPA, and include amusement and recreation places, church: 
(include parish halls and Sunday-school rooms), factories, bakeries, ice plants 
laundries, and other workshops and affiliated buildings, such as warehouses 
and administration buildings, garages, commercial and private, gasoline and 
service stations, office buildings, including banks (inciude large buildings used 
wholly or mainly for office purposes), public buildings (Federal, State, count 
local), (include post offices, courthouses, city halls, fire and police stations, jails 
prisons, arsenals, armories, Army barracks, ete.), public works and. utiliti: 
(include railroad, bus and airport stations, pumping stations, roundhouses 
freight houses, car barns, bus stations and garages, ferry houses, radio station 
signal towers, gas and electric plants, public comfort stations, incinerators, et: 
stores and other mercantile buildings (include all buildings used in bnyi) 
selling, or storing merchandise, as wholesale and retail stores, restaurants, co! 
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mercial Warehouses, storage buildings, grain elevators, coal dumps, milk depots, 
vil tanks, commercial laboratories, etec.), and other nonresidential projects. 
As to all these we find the trend for the first 9 months as follows: 


1951 valuation 6 agents ed $3.4, 526, 149 
OI TI a ek nc wa hieshe ‘ b 84, 127, 105 


or a decline (again adjusted by cost factors) of approximately 66 percent. 
It is interesting to note that all of the available figures show that in 1951 the 
trend of building construction in New York City is as follows: 


Percent 
Residential (10 months) decrease_. ae : . §2 


a 


Nonresidential (9 months) decrease __.______- : 66 


In contrast to all this, it is to be noted that through September the volume 
of new construction put in place country-wide continued ahead of the cor 
responding period for 1950 with its record 28 billion. Through September, new 
construction this year has totaled $22,400,000,000, more than 2 billion ahead of 
last year and equal to the 1949 annual total. Thus while the country as a whole 
is enjoying increased construction, New York City’s is 50 percent less. 

On November 19, 1951, the Honorable Robert F. Wagner, Jr., borough presi- 
dent of the borough of Manhattan, city of New York, wrote the Administrator, 
pointing out that the number of building plans filed in his department in the 
first 9 months of 1951 had fallen off $104,633,477 in listed value from the amount 
filed in the same period of 1950. <A copy of his letter is attached as appendix J. 

That New York City can look for no relief from defense construction is amply 
borne out by the following. We have compiled the totals of amounts eligible of 
approved certificates of necessity for accelerated tax amortization for new or 
expanded defense facilities for approximately 2 months, June 22, 1951, to August 
18,1951. This period was chosen as being the most representative, the program 
was well under way and ended temporarily with the imposition of the so-called 
60-day moratorium on August 18. In this period, in the Nation, $1,824,235,000 
was approved. New York shared in this tremendous potential expenditure only 
to the extent of $6,550,000 of which $4,640,000 was not primarily building con- 
struction as it represented a butane plant in Brooklyn, N. Y. 

In analyzing New York City’s prospects for the immediate future, therefore, it 
is abundantly clear that with residential construction off 50 percent, NPA proc- 
essing under CMP representing a denial rate of close to 90 percent, school con 
struction off almost in like proportion and with little if any defense plant work, 
our building construction industry will be virtually nonexistent with a resultant 
inequitable impact on labor and management, and the general economic well-being 
of our city. 

These actual and projected results of the present administrative system were 
never intended by the Defense Production Act, and never could have been intended 
to be accomplished by the Administrator. They reflect a method of attempted 
control which is no control at all. The system used has proved instead to be a 
method of destruction and not of regulation. Its effect is in conflict with ever) 
pronouncement of the Administrator who has repeatedly: indicated the policy 
which he purports to follow, namely, that of building up defense production as 
soon as practical through partial restrictions while preserving as much of the 
general economy as possible.* 


’ The express policy of the act is to promote national defense in a twofold way, first, by 
meeting the requirements of the military programs, and second, by preventing undue strains 
and dislocations on the civilian economy. See sec. 2. It was also intended to prevent 
hoarding and unnecessary accumulation of scarce materials, id., sec. 102. The act also 
provides for protection and assistance to small business, id., see. 701 (a) In outlining 
general policy of the act, see. 701 (e) provides: “Whenever the President invokes the 
powers given him in this act to allocate, or approve agreements allocating, any material 
to an extent which the President finds will result in a significant dislocation of the norma! 
distribution in the civilian market, he shall do so in such a manner as to make available, so 
far as practicable, for business and various segments thereof in the normal! channel of dis 
tribution of such material, a fair share of the available civilian supply based, as far as 
preticable, on the share received by such business under normal conditions during a repre 
sentative period precdeing June 24, 1950, and having due regard to the needs of new busi 
nesses,” Jespite these clear outlines of policy, NPA has set up elaborate hardship eriteria 
which have nothing to do with the building industry or its particular cugtomers as mem 
bers of an industry, but all go around circumstances of a project or a commpnity Compare 
Criteria for Processing NPAF24 Applications, released May 1951, sec. 4, a copy of whicl 
as published in New York is attached as appendix E. Compare also order M-—4, as 
amended May 11, 1951, sees. 6 (b). See also Order M-—4A, secs. 5 and 8 
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The Administrator has intended cut-backs to some fair and reasonable extent, 
and not to wipe out a substantial industry vitally affecting our largest com- 
munity and all of its people. 

The statistical studies set forth above show what may be called the resultant 
or accidental cut-backs resulting from the regulations. These now amount to 
oO percent and threaten to reach 100 percent unless stopped. Those statistics 
show how a fairer and more practical system can be devised whereby the Admin- 
istrator would determine the reasonable and necessary amount of over-all cut- 
back for the New York area, and then permit regional approval of construction 
Starts up to the quota thus determined. 


REGULATION OF CONSTRUCTION IN THE NEW YORK AREA CANNOT BE ACCOM- 
PLISHED WITHOUT LOCAL ADMINISTRATION AIDED BY COMPETENT PROFESSIONAL 
ADVICE, THE PRESENT SYSTEM DISREGARDS THE METHOD WHICH PROVED EFFECTIVE 
AND SATISFACTORY TO THE GOVERNMENT, THE PUBLIC, AND THE INDUSTRY DURING 
WORLD WAR II 


When controls on construction were inaugurated, administration as far as 
New York was concerned was first delegated to the New York regional director 
and his staff. We would be remiss if we did not report the general feeling in 
our industry that Regional Director McKeirnan at New York and his staff were 
genuinely sympathetic to our problems and tried in every way to meet them as 
far as they were permitted under the growing framework of the present system. 

In response to an earlier complaint sent to the Administrator by Manhattan 
Borough President Robert F. Wagner, Jr., under date of May 22, 1951, the Admin- 
istrator wrote Mr. Wagner on May 22, 1951, advising him, among other things, 
that the prohibitions of Order M—4 are tempered by the provisions for exception 
or adjustment, and that “In meritorious cases, as spelled out in the order itself, 
NPA will grant relief.” 

The Administrator went on to say: 

“If the requirements in New York City, under a reasonable interpretation of 
the M-—4 order, can justify certain construction projects, NPA can grant the 
necessary authorizations. The fact that a large city presents problems differing 
from those in a small city is well recognized by those administering the order.” 

In June 1951, we were advised that the New York regional office had approved 
92 percent of all construction applications received there from January 15 
through May 24 within the limits of its authority, viz, $1 million or 50 tons of 
steel.” A little later, however, we were informed that the authority previously 
delegated to the New York regional office had been withdrawn, and that for the 
future all applications had to be filed and processed in Washington. Order 
M-4A issued on August 3, 1951, had that effect. Perhaps someone there had 
concluded that 92 percent approvals indicated that the New York office had been 
too liberal. We need not repeat facts already shown which belie any such 
inference. We do point out, however, that the transfer of jurisdiction to our 
Nation’s Capitol has not interfered in the slightest with the system’s inexorable 
march to destruction. 

Those who tried to solve the Government’s problems accumulated at the end of 
World War II often wondered why so little was learned from World War I 
and from the decisions of the Supreme Court on cases which developed from 
the first war. In our situation we see the same thing happening again.” 

We attach as appendix K a letter from Arthur Riehl, former New York assistant 
deputy regional director of WPB and later CPA district construction manager 
during World War II outlining and explaining the method of administering 
controls successfully developed and used at New York. The members of the 
advisory committee, all well-known and respected citizens of our community, 
served without compensation, gave their time and skill to screening all applica- 
tions, eliminated unnecessary projects, rejected claims for unessential materials, 
and, in general, handled the whole matter expeditiously and successfully. Those 


Notice that the total number of applications involved may be a lot more if all those 
nvolving limits in excess of local authority were referred to Washington. In any event 
the sound of much favorable action means little in the over-all picture because it cannot 
ake into account prospective projects which were discouraged because of general uncer 
ainty and owners’ understandable reluctance under the circumstances to make a sub 
stantial investment without knowing if their projects could be completed. 

1% Our observation here corresponds to similar views we find already in print. See 
Novick, Anchen, and Trupner, Wartime Construction Controls (Columbia University Press) 
\ quotation from that work reprinted in Magazine of Building is attached as appendix C. 
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men are still in New York, and we are confident that they would gladly respond 
to any ¢all to render similar public service. 

Building construction is a technical and specialized subject. A determination 
of the true needs of any particular project requires professional and technical 
learning. At present plans and specifications are not submitted to NPA much 
less examined to determine quantities of materials actually required. Com- 
munity needs, local problems and industry problems receive only such consider 
ation as can be afforded by mail. 

A local advisory committee of the type so successfully used before can give 
informed and learned judgment to every case, and hold local hearings assuring 
adequate consideration as well as competent and unbiased advice upon. which 
the regional director could dispose of all applications in the New York area with- 
in the orbit of an over-all quota established by the Administrator. 

The successful precedent of World War II should be adopted. Complete 
jurisdiction of controls in New York should be delegated to the New York re- 
gional director; the New York area should be given an over-all quota for con 
struction starts; a competent local advisory committee should be appointed to 
examine into all applications filed and to recommend appropriate action in each 
case. 


VI. NEW POLICIES SHOULD BE FORMULATED AND ANNOUNCED WITH THE PURPOSE OF 
ASSURING THE PUBLIC AND THE INDUSTRY THAT THE PRESENT SITUATION WILL BE 
CORRECTED AND THAT PLANS CAN BE MADE FOR THE FUTURE 


The New York situation which we have outlined calls for enlightened and 
drastic action. It is necessary that all interested parties be publicly informed 
of remedial action being taken and that they have forthright assurance as to 
future policies. We need general confidence that there will be an opportunity 
to proceed with a necessary and worthy project. Without such firm assurance, 
the owners who are the original source of all construction business cannot be 
expected to invest in any plans much less in property acquisitions. 

The administrative changes which we suggest will go far to give the necessary 
assurance but we must not forget— 

(1) That the construction projects of 1954 must be conceived in 1952. 

(2) That a substantial number of mechanics forced to leave New York 
now will never return, and, therefore, labor shortages will develop in 1953 
and 1954 after all need for controls may have ceased. 

(3) That there are hundreds of New York projects which have already 
been stopped, despite the fact that plans and specifications are complete for 
bidding, or construction has already started. If the suggested change as to 
New York is adopted, all these cases should be reviewed. 

As firm policy guides we believe that those charged with administrative con- 
trol and those subjected to it should have publie assurance 

A. That control of each material will be terminated as soon as a certain 
supply is reached, and what the prospects are in each case. + 

B. That building construction in New York will be treated as an integrated 
industry. 

©. That competent industry representatives at New York will be consulted 
on Changes and amendments of the regulation; that future controls at New 
York will be administered by the New York regional office with the advice and 
ussistance of an informed and able advisory committee. 

D. That any worthy project where substantial legal or finnacial commit 
ments have been made will be permitted to go ahead. 

E. That, once an approval is given, it will not be withdrawn, and no 
retroactive regulatory change will be made. 

F. That future allotments will be made on a project basis without regard 
to quarters. 


G. That, once ai allotment is made, no further permit will be required 
as to end use of the materials allotted in the several parts of the project.“ 


“We are certain that this and the other suggested policy guides will conserve more 
critical materials: that actual material requirements will become known whereas now 
inflated requests are made on the assumption that NPA will cut them down in any event 

and that it will be possible for worthy projects to proceed in the traditional manner with 
the result that the New York building construction industry will be Kent alive and its reser 
voir of productivity kept intact for use in the event of greater need by our Nat 
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H. That all previously rejected applications for projects in metropolitan 
New York will be reexamined at once by the proposed advisory committee 
without filing new applications.” 


SUMMARY 


The undersigned urge the Administrator— 

(1) To take immediate cognizance of the special situation of the building- 
construction industry at New York ; 

(2) To make new policies as suggested above to remedy that situation 
and avoid further hardships ; 

(3) To make new regulations fitting such new policies in consultation with 
competent representatives of the New York building-construction industry ; 
and 

(4) To give public assurances which will justify owners, architects, en- 
gineers, and builders in proceeding with plans for construction, and wil! 
eliminate the fears of labor in the industry at New York that their source of 
livelihood is not being regulated out of existence. 

Until the Administrator determines to follow new policies, we cannot begin to 
suggest how the words of the regulations should be changed. We are ready 
to cooperate in working out such details if a definite policy change can be 
determined. 

We firmly believe that administrative action can remedy the situation for the 
future, but we must point out that if something is not done soon, there will be 
nothing left to regulate. 

Respectfully submitted. 

New York Building Congress, Inc., by Louis Skidmore, president ; 
and Construction Controls Committee, C. George Dandrow, chair- 
man; John J. Brennan,, H. B. Callis, Francis L. Cronin, P. W. 
Eller, Max Foley, J. Francis Hayden, Richard V. Hyland, Robert 
Allan Jacobs, A. E. McKenzie, Howard MeSpedon, 0. L. Nelson, 
Louis Skidmore, Harold Sleeper, Bernard B. Smith, H. C. Turner 
Jr., John F. Hennessy, Sam Fassler, Fred Driscoll, Frances E 
Harris, secretary. 


APPENDIX A 


SURVEY SUBCOMMITTEE REPORT 
NOVEMBER 29, 1951. 

The subcommittee canvassed the offices of some of the leading architects and 
engineers at New York to check on the results of NPA and CMP reflected in the 
xmount of incoming work for the design and construction of new projects in the 
New York area. 

The firms questioned gave us the statistics but requested that their names and 
those of particular projects be kept confidential so as to avoid embarrassing their 
clients. 

In the various discussions that took place with respect to the effect of the 
controls within the New York area, there were strong indications of a feeling of 
discouragement on the part of owners with projects that would normally be in 
the conception stage. 

An analysis was made of two comparative periods; the months of August, 
September, and October 1949, and the same months in 1951. A sampling made 
of representative architectural and engineering offices brought out the truth of 
this underlying feeling in that the figures indicated that 10 percent of the fresh 
starts were being made during the 1951 period that were made during the 1949 
period. 


12 There are, we believe, many rejected New York projects which involve real hardship 
and many where the project is not dictated by any motives of expanding private business 
For example, we have heard that 530 chureh projects throughout the country have been 
rejected recently. We all know that the publie and private school situation is chaotic As 
appendix L. we attach a few actual case histories from New York. Some clear pronounce 
ment should be made of policies for handling special cases like these. 

We were recently advised that under a new regulation or ruling the NPA Appeals Board 
will not accept an appeal until the application has been turned down at least twice by 
NPA This seems to be a new angle even for administrative jurisprudence. 
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The actual figures in projected dollar volume of cost, which is always only a 
budget estimate, are as follows: 


August—October 1949____.__________ £ : $49, 400, 000 
August—October 1951- ee as Fe ; Leas Be ; 4, 800, 000 


IR TR ES esos ek gt Se _. 44, 600, 000 


The impact of this situation of course, has to be evaluated in light of the fact 
that it takes 3 to 6 months to normally complete preliminary plans and 6 to 12 
months after the completion of preliminary plans to complete working drawings, 
so that there is an elapsed time of 12 to 18 months before a project reaches the 
construction phase. Based on the figure indicated, the implication would be that 
10 percent of the 1949 volume of construction would be available in the form of 
completed drawings in 1953. 

The obvious solution of this dilemma would be a firm and positive statement 
on the date of relaxation of controls plus a word of encouragement to owners 
to proceed with their forward planning on the basis of this date. 


JOHN F. HENNESSY, Chairman. 
Syska & HENNEssy, INc., Engineers. 


APPENDIX B 


The following telegraphic messages were received by Howard MecSpedon, 
president, Building and Construction Trades Council of Greater New York, Long 
Island and vicinity, on November 28, 1951: 

From Paul S. Rockhold, representative, Structural Iron Works Local 361: 
Complete survey made of men working in this union’s jurisdiction. We have 
more than 50 percent unemployed men at this time against full employment in 
1949 and 1950, which in my opinion is directly due to NPA restriction on steel. 
We urgently request the proper board be contacted to have this unfair restriction 
modified at once in New York City. 

From Gene Murray, president and business manager, Plumbers’ Local No. 2, 
N. Y.: This is to notify you that due to the shortage of building-construction 
steel in the area covering our jurisdiction, which is Manhattan and Bronx, we 
are faced with a dire situation whereby 1,500 of our UA Local No. 2 members are 
unemployed and unless the situation is corrected as soon as possible this amount 
of unemployed will increase with time. We feel that the responsibility lies in 
this direction. And that many of the other organizations in the building line 
ire facing the same problem due to this fact we request that you do all in your 
power to overcome this stoppage in order to enable our members and others like 
them to earn a living as soon as possible as you are aware we are not in a defense 
area but this should not make a ghost town out of the city of New York. Thank- 
ing you for your future cooperation. 

From Andrew V. Brady, secretary, Tile Layers’ Union 52, New York: Unem- 
ployment of tile layers began in early part of October. At present 10 percent of 
our members are unemployed as our trade is a finishing one in the building line 
we expect that better than 50 percent will be unemployed by the end of Decem- 
her 1951. 

From Walter Murphy, secretary, International Union of Operating Engineers 
Local No. 14: Please be advised that as of this date 30 percent of our member- 
ship is unemployed. We feel that with the continued unfair allocation of ma- 
terial which is crippling the construction industry in the New York City ares 
that over 50 percent of our membership will be unemployed at the end of the 
ear 

From Martin Rarback, secretary-treasurer, district council No. 9, Brotherhood 
of Painters and Decorators: Unemployed in Painters Union District Council 
No. ) has reached the 1,000 mark with prospects bad as we are finishing the last 
of our new construction work in this area. 

From Ray Corbett, business agent, Structural Iron Workers’ Local No. 40: Iam 
unformed your meeting with some of our leaders from Washington today on 
behalf of the Structural Iron Workers Local No. 40. I am taking this oppor- 
tunity to tell you our sad state of affairs. Employment for our members is 
worsening each and every day and at the present time is 50 percent below the 
vears of 1948, 1949, and 1950. This unemployment is brought about by the very 
drastic restrictions set up by the National Production Authority for the New 
York area and for no other reason. So, you see Brother MeSpedon, the only way 
that we can look at the situation is the curtailment on the dining tables of the 
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New York ironworker. I am hoping that you and your committee is successfu 
in getting some sort of relief for our construction workers in this area. 

From John P. Soracco, president, Concrete Workers’ District Council: Condi 
tions are deplorable for lack of materials. 1949 to 1950 had 5,952 members. On 
November 1951 our membership has been reduced to 4,751. Out of this member 
ship about one-fifth is employed full time, two-fifths part time, and two-fifths 
unemployed. I repeat again that this condition is due to lack of material 
appeal to you to use your good office to release the material and help thes: 
brothers and their families so they may continue to live with us. 

From Joseph J. Delaney, eastern district representative, International Uni 
Operating Engineers: It is imperative that some action be taken to ease presen 
situation confronting our trade in this city where 30 percent of members of 
International Union Operating Engineers are employed at present time and we 
expect that 45 to 50 percent of our members will be out of work by January 1 

From William J. Facon, secretary, local No. 1, International Union of Elevator 
Constructors: Our records show for the last 6 months that men of this organiza 
tion are being laid off their jobs by an average of 30 percent. We believe this con 
dition could be avoided if the NPA would stop freezing the materials needed for 
building construction. 

From Michael Novak, business agent, Housewrecker Local No. 95: At the 
present time 250 members out of work. The voluine of work in comparison of 
1949 has declined 25 percent at the present time. What are you going to do about 
this situation? 

From Edward Ceru, business agent, local No. 35, Mosaic and Terrazzo Helpers : 
As a result of the curtailment of building materials in construction work the 
Mosaic and Terrazzo Helpers have shown a decline of 30 percent in employment. 

From Louis Baldwin, business manager, Mosaic and Terrazzo Workers Assi 
ciation Local No. 3: Due to the present restrictions on building material 30 
percent of our mechanics are unemployed. 

From Walter M. Matthews, Brian Dillon, Frank Robinson, John Tierney, Tim 
Spillane, Metal Lathers Union Local 46: The employment situation of this union 
in comparison to this time last year: We have approximately S00 members and 
associate members unemployed at the present time and anticipate 500 to 600 
more will be unemployed within the next 6 months. Can you prevail on NPA 
to eliminate this unemployment situation? 

From Meyer Kruger, secretary-treasurer of Plasters Union Local No. 30: Due 
to the building construction controls passed by Congress the unemployment sit- 
uation in Brooklyn, N. Y., regarding the plastering industry is getting critical 
We would appreciate it if some action could be taken regarding above. 

From Daniel J. MeVarish, secretary-treasurer of Plumbers Local Union No. 1 
Regret to inform you that we have 40 percent of our members unemployed at this 
time. 

From Local 6, Wood, Wire and Metal Lathers Union: This will serve to notify 
you that at the present time there are 300 men unemployed out of a membership 
of 432 members. 

From William R. Johnson, financial secretary and business agent, Dock 
Builders Local Union 1456: At a meeting of Dock Builders Local Union 1456 
held Monday, November 26, 1951, it was recommended that our business agents 
and paid officials take time out to do whatever is possible to help lift the re 
strictions placed on construction materials in this area. According to our rec 
ords we have approximately 40 percent less men employed today than we had 
3 months ago. According to reports received it is to be expected that we will 
have another 25 percent unemployed in the next 2 months. Or approximately 
2.000 less men working at our trade than we had during the month of August 
1951. 

From William H. McCabe, business agent, financial secretary-treasurer Rig 
gers No. 170: For your information deem it advisable to inform you that fron 
1946 to 1950 about 25 percent of our members were unemployed, whereas at the 
present time we have about 60 percent of our members unemployed. Also the 
way conditions are affecting us at present it seems a matter of only a few months 
that all members of Local 170 will be unemployed. 

From Andrew J. Lawler, Bricklayers Executive Committee of Greater New 
York: At the present time due to controls in this area we have between 900 and 
1,100 members unemployed. 

From Joseph Hopkins, secretary, Tile Layers Helpers Union No. 88: The 
unemployment situation for the Tile Helpers Union Local 88 since September 


I 
‘ 
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1951 has been 10 percent of our membership and due to the shortage of ma- 
terials for the building and construction trades and winter coming on we can 
foresee 50 percent of our members being unemployed by January 1952. 

From John Powers, Marble Union, Carvers, Cutters and Setters Local No. 4: 
Due to ecut-back in materials the marble industry has suffered a 25-percent 
unemployment situation. This condition is steadily growing worse. 

From Armand Dangelo, recording secretary, Electrical Workers Union No. 3: 
Please be informed that because of severe restrictions imposed on the building 
industry we have and have had a large number of our elect rical workers out 
of work. 

From A. Salimbene, Building Concrete Excavating and Common Labor Union, 
Local. No. 731: Due to controls imposed upon the building industry about 45 
percent of the members of local 731 have been unemployed for the past year. 

From John Donnelly, secretary-treasurer, Enterprise Association No. 688— 
Steamfitters: In reference to the unemployment situation of this local union 
at this time we have approximately 450 members unemployed. At the present 
time it does not seem possible for these men to be employed at our trade due 
to the curtailment by the Government of the necessary materials required by 
our members in their employment. We therefore ask for relief and immediate 
relier in order to have our members employed on work which we know has 
been contemplated and curtailed by restriction by the authorities empowered by 
the National Government to relieve this unnecessary unemployment. We trust 
that this matter will be taken care of by the committees appointed to relieve 
our situation. 

From Edward F. MeGuinness, business agent, local 26, Plumbers Helpers: 
In the last 6 months the rank and file of local No. 26 has suffered from unem- 
ployment due to Government restrictions. Our rate of unemployed is approxi- 
mately 25 percent. Any solution you May propose to our representatives in 
our Government to alleviate this situation will be greatly appreciated. 


APPENDIX C 
{From Architectural Forum] 
THe CHaos In Construction ConTroLS—AN Open LetTrer TO NPA 


Civilian construction is taking a worse beating than any other important 
industry from the way controls are being applied by NPA. 

Just how tough this beating is cannot yet be measured, for the confusion and 
complexity of NPA’s construction control procedures provide their own brand 
of concealment. But the fact of the beating is obvious, and its cause is inherent 
in the very set-up of NPA’s controls and allocation system. To wit: 

1. Its controls on construction are almost uniquely detailed and involved; 

» The administration of these controls is scattered among 15 agencies; 

8 In addition to all its direct controls, construction is also subject to many 
uncorrelated restrictions placed on the manufacture of equipment and other 
essential building components. 

This situation cannot be cleared up until NPA creates a central coordinating 
agency for construction controls. 

With each passing month the need for such an agency becomes clearer and 
more pressing—partly to give America’s biggest industry a chance to present its 
case on an equal footing with other large industries like steel and oil and auto- 
motive, partly to work out a simpler system of allocation more in keeping with 
construction needs and realties. 


OTHER INDUSTRIES HAVE CLEAR AND CLEAN-CUT PROHIBITIONS AND CUT-BACKS 


The automotive industry, for example, is denied the use of certain materials 
and suffers a definite proportionate cut-back on its use of other critical materials. 
But beyond that it is free to make its own decisions. It is not told how many or 
what kinds of units it may produce, nor how much material may be used in each 
wnit. Nor is it subjected to a permit procedure every time it wishes to produce 
one more station wagon or one more convertible. The system under which it 
operates not only makes it relatively easy for the automobile industry to plead 
ts case, but also makes it easy to measure with considerable accuracy the impact 
of the restrictions imposed. 
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THE CONSTRUCTION INDUSTRY HAS NO SUCH CHANCE 


Every manufacturer of building equipment and appliances (the “B products” ) 
takes his special proportional cut-back on the use of basic metals. For these 
vital elements the reduction in the fourth quarter of 1951 represents close to 50 
percent of the copper and aluminum and 40 percent of the steel used during the 
base period (first 6 months of 1950). By comparison the effective automotive cut- 
back is probably not over one-third. 

On top of this cut-back on components the building industry has had to cope 
with a direct permit system so complex, so often changed, and so unrelated to 
the realities of the materials situation that after months of confusion it has 
had to be scrapped entirely in favor of a supposedly simpler method based on 
requirements for critical materials. Whether the new system will relieve many 
of the industry’s headaches remains to be proved. There is no reason to hope 
it can clear up the confusions left by the old system overnight; no reason to 
hope it can assure its permit holders the materials they need; no reason to hope 
it will relieve the difficulties caused by scattering the administration of a per 
unit permit system among 15 agencies. 


AS IN WORLD WAR II, SPLIT JURISDICTION IS AT THE ROOT OF THE DIFFICULTY 


When the Korean war broke out, construction leaders were determined: that 
the mistakes of World War II should not be repeated. The construction and 
civic development department of the United States Chamber of Commerce, the 
A. F. of L. Construction Trades Department and the Magazine of Building round 
table all urged NPA to create a single construction agency. 

For a time the industry hoped this need would be filled by NPA’s Construction 
Controls Division and later by its Facilities and Construction Bureau. But the 
hope was short-lived. Through ineffective administration of the Bureau and 
through the general looseness of the mobilization set-up, the possibility of a 
strong coordination was soon lost. Today the situation is pretty much the same 
as in World War II with a few names and initials changed. The Facilities 
Buread has sunk to the bottom of the policy making heap. In practice it is now 
little more than one of the 15 claimant agencies among which construction re 
quirements are dispersed. Here is the scatter diagram: 

1. Department of Defense—military construction and all housing on mili- 
tary bases and reservations ; stock piles of critical materials. 

2. Department of the Army—Corps of Engineers civil construction proj- 
ects (flood control, rivers and harbors, ete.). 

8. Atomic Energy Commission—industrial and other construction for 
atomic energy projects. 

4. Civil Defense Administration—emergency stock piles of building ma 
terials. 

5. Federal Security Agency—schools, libraries, hospitals other than vet 
erans’ hospitals. 

6. General Services Administration—Federal buildings not elsewhere 
designated. 

7. Veterans’ Administration—veterans’ hospitals. 

8. Housing and Home Finance Agency—residential construction and re 
pair (except on military or AEC establishments) and community facilities 
(except those under military, AEC, or Federal Security Agency jurisdiction ) 

9. Department of Agriculture—farm construction. 

10. Department of the Interior—electric power and transmission projects ; 
reclamation projects ; construction on Indian reservations. 

11. Petroleum Administrator for Defense—oil and gas drilling and pipe 
line construction. 

12. Defense Transportation Administration—railway construction, includ 
ing stations and bridges: port facilities. 

13. Bureau of Public Roads—highway and street construction and main 
tenance. 

14. Civil Aeronautics Administration—tivil airport construction. 

15. Facilities and Construction Bureau of NPA—industrial construction 
not directly owned by the Government, water and sewage facilities, State 
and local public works not elsewhere designated, commercial! buildings, reli 
gious buildings, social and recreational facilities. 
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IT WOULD BE HARD TO DIVIDE CONSTKUCTION CONTROL MORE TILOROUGILLY 


Worse than that, many types of construction are themselves split among sey 
eral advocates. Thus, hospital programs are divided among tliree agencies 
(Defense, Veterans, and FSA), industrial construction among three (Defense, 
Atomie Energy, and the Facilities Bureau), housing among two (Defense and 
HHFA). 

Each claimant develops its own program and independently pleads its own case 
before the allotting authorities, who must listen also to claimants from al 
other types of activity. In this competition for favored treatment, each type 
of construction must vie not only with other industries, but with every othe! 
element of construction itself. 

In the rough and tumble for priorities, whatever is most plausibly stated 
and most vigorously upheld is likely to obtain the greatest advantage. In such 
a contest, the voices of construction’s 15 competing claimants are reduced to an 
indistinet clamor. 


THE NEED FOR EFFECTIVE COORDINATION I8 URGENT AND IMMEDIATI 


The greatest pinch on construction is ahead, as some of NPA’s miscalculations 
come to light and defense production demands are more vigorously felt. 

Unless a coordination agency is-now created, no equitable distribution of the 
materials supply can be assured; no adequate protection to civilian require 
ments can be provided; and, perhaps most important of all, no thoroughgoing 
program of materials conservation can be enforced. 


THE LESSON or WorLD Wark II 


Today’s mobilizers, allocaters, and controllers seem to have learned nothing 
from the experience of World War II. They are repeating the same mistakes in 
dealing with construction as if there were no record of failure to warn against 
their repetition. Of that record of failure historians* have said: 

“Probably no phase of industrial and civilian mobilization was the subject of 
as much discussion and as consistently bad administration as was construc 
Gan eee” 

What construction needed was “a single administrative authority with powe1 
to integrate all construction with the rest of the * * * programs; to determine 
the construction claim on * * * scarce materials, in total and in its component 
parts; to approve or deny every significant project; and to enforce such conser 
vation measures as it held necessary and feasible. This authority would have 
to strike through the organizational maze of conflicting interests and power 
centers of the military agencies, special-interest Federal agencies. WPB industry 
divisions, WPB materials divisions, and regional and local groups concerned 
about war and postwar repercussions. 

“The cold logic of the situation demanded such a concentration of responsibility 
and authority. But the historical fact is that at no time during * * * the 
national emergency was control over construction integrated with other parts 
of the administration of war production. At no time was a comprehensive con 
struction ‘program’ prepared for critical appraisal. At no time was authority 
centered at a single point.” 


APPENDIx D 
{From Business Action, May 19, 1951 (United States Chamber of Commerce weekly) ] 
INDUSTRY ASKS WHat LIMIT ON NEW PROJECTS 


Construction leaders are acutely unhappy about the present status of consulta 
tion between their industry and National Production Authority (NPA). 

Such consultation is provided for in the National Production Act, but is virtu 
ally nonexistent at present. 

It is true that there exists, on paper, a Construction Industry Advisory Com 
mittee to NPA. It has met three times since October 1950, counting in an ad 
hoe gathering before the committee was formally organized 


? Wartime Construction Controls, by David Novick, Melvin Anchen, and W. C. Truptner 
Columbia University Press. 
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CALLED UNWIELDY 


At the last meeting, May 3, members were told that the set-up is “unwieldy,” 
that they probably would not be called together again, and that any future 
consultations would be with small special-interest groups such as architects, home 
builders, or producers of specific materials. 

The present committee has 28 members, including the design professions, gen- 
eral and specialty contractors, distributors, financial interests, and others 

Admittedly, the experience of the existing committee has been unsatisfactory. 
This is due to several factors, according to the industry. 


SHORT NOTICI 


The meetings have been called on very short notice and alternates have not 
been permitted. At each meeting, the members have been confronted with the 
completed text of a proposed order or amendment and in each case it has been 
issued within a few hours with only minor changes resulting from the commit 
tee’s comments. 

There has been no attempt to make use of the experience and knowledge of 
committee members in developing policy during the formative stage. 

To consider the problems involved in adapting construction to the current 
emergency, the National Chamber’s construction-civie development department 
has organized a subcommittee on construction mobilization, headed by Ralph 
Walker, recent president of the American Institute of Architects, and Carlton S 
Proctor, nominee for presidency of the American Society of Civil Engineers 

Following a recent all-day session, the subcommittee made these recom- 
mendations : 

1. The Government should clarify the approximate volume of nondefense con- 
struction, including residential, industrial, commercial, and public works proj 
ects, that can go forward in 1952. This should be done at once. Because of the 
long time lag that necessarily falls between the decision to build a facility and 
actual site construction—time required for planning, site acquisition and prepa- 
ration, financing, the fabrication of materials and equipment, and other essential 
prerequisites—this information is needed now if the construction industry is to 
provide the facilities and the employment necessary to support both the domestic 
and the war economy of the Nation. 

2. Better scheduling of defense construction on the part of the Government 
including the Department of Defense is needed to minimize the uneconomic and 
inflationary effects of excessive overtime on the economy. 

3. Greater emphasis should be placed on the development and use of substitute 
materials and methods by the Government as well as by civilian builders in order 
that metals and materials in short supply shall be utilized more effectively 

t. I'mergency defense agencies should make more frequent and more intensive 
use of the practical experience of the construction industry. The best way to do 
this is through frequent meetings with industry advisory committees and task 
groups. There should be better definition and understanding of the relationships 
between Government agencies and professional, trade, and labor associations 
so that such organizations may be of maximum aid in this important task. 


APPENDIX E 
[The New York Journal of Commerce, Monday, May 28, 1951] 
NPA Sets CONSTRUCTION PERMIT CRITERIA (BULLETIN No. 34, M—4 CRITERIA) 


WASHINGTON, May 27.—The criteria on which it will judge applications for 
construction permits were made public over the week end by the National Pro- 
duction Authority, together with a set of interpretations and definitions applying 
to the construction order (M-—4). 

These criteria have been set up, NPA said, in order to conserve and make 
available all possible materials and services for defense production. They out- 
line the principles governing the granting of authorizations and exceptions to 
permit the commencement of construction of buildings, structures, or projects 
specified in M—4. 


HOW TO CUT CONSUMPTION 


Starting with the basic premise that it is essential that all construction be re- 
duced to the minimum necessary for the defense effort, NPA said that reduction 
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in the consumption of materials and services made use of by construction opera- 
tions can be achieved by: 

1. Elimination of nonessential projects or parts thereof. 

2. Deferring projects not needed immediately. 

3. Appropriate changes in design and construction methods which will interfere 
least with the availability of materials directly needed for the defense program. 


AMPLIFIES POLICY 


NPA reiterated and amplified its previously state policy that authorization 
for construction generally may be granted only when it can be established that 
it: (1) furthers the defense effort; (2) is essential to public health, welfare or 
safety ; (3) will alleviate or prevent hardship to a particular community; or (4) 
where relatively small amounts of critical materials are involved and materials 
are on hand or readily available locally. 


Tezt of criteria 
The text of the criteria follows: 


CRITERIA FOR PROCESSING NPAF 24 APPLICATIONS 


To make available all possible material and services for defense production, 
the following outlines the principles governing the granting of authorizations 
and exceptions to permit the commencement of construction of buildings, struc- 
tures or projects specified in NPA Order M4, during the present emergency 
period, 

1. It is essential that all construction be reduced to the minimum necessary 
for the defense effort. 

2. Reduction in the consumption of materials and services made use of by 
construction operations can be achieved by the elimination of nonessential 
projects or parts thereof, by deferring projects not needed immediately, or, in 
addition, by appropriate changes in design and construction methods which will 
favor the use of those materials which are most plentiful and which will inter 
fere least with the availability of materials directly needed for the defense 
program, 

Structural stability 

3. In general, all construction shall be of structural stability sufficient to meet 
the needs of the service which the structure is intended to fulfill during the 
period of its use; and the designated field offices are authorized, and requested, 
to condition the granting of authorizations, by limitations or restrictions on the 
use of building materials and services, to accomplish this purpose. 

The guiding principle should be always to utilize those materials which are 
most plentiful, and which, in the ultimate analysis, will cause the least inter 
ference with production for the defense effort, and the utilization of transpor 
tation and power. In processing applications, more favorable consideration 
should be given to such proposed construction which does not utilize controlled 
materials, 

Mechanical and electrical features and other facilities should be reduced to 
bare essentials. Electrical systems shall be of the simplest design practicable. 

The granting of an authorization to commence Construction will not relieve 
those to whom it is granted from complying with all orders of the National Pro- 
duction Authority prohibiting or limiting the use of certain materials, 


General policies set 

4. In order to establish effective measures for the control of construction, the 
following general policies have been established by the National Production 
Authority in connection with the consideration to be given when applications 
are filed pursuant to NPA Order M-+: 

A. Authorization may be granted under section 6 if it can be established that: 

(1) The project will provide a facility or service in an area where it is estab 
lished that the lack of such facility or service seriously handicaps a defense 
industry or military establishment. 

(2) Project is essential to maintenance of public health, safety, or welfare 

Consideration will be given to those applications where it is definitely estab 
lished that substandard conditions exist with respect to availability and acces 
sibility of essential facilities affecting education, health, and welfare 
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Existence of substandard condtions must be established by factual data on 
the present availability of the proposed type of facility which may be compared 
with minimum standards of community need determined by FHA, Public Health 
Service, Office of Education, or other appropriate governmental agency. 

(3) Provide facilities for the production of a product of which there is a 
shortage in relation to the needs of the defense effort or public health, safety or 
welfare and where such shortage is due to a lack of adequate productive capacity. 
Small construction jobs 

(4) In general sympathetic consideration shall be given applications for small 
construction jobs where relatively small amounts of critical materials are involved 
and materials are on hand or readily available locally. 

As projects become progressively larger in their requirements of critical 
materials, the impact on the defense effort becomes greater, and, therefore, in- 
creasing emphasis must be placed on other processing criteria which will justify 
approval. In this connection, one of the processing criteria to be considered is 
the adverse effect on the community if the authorization were denied. 

B. Application for adjustment or exception under section 11 based on unreason- 
able hardship should be considered under the following general policy : 

(1) The loss of existing facilities by (1) fire, (2) flood, (3) act of God, (4) 
act of war, (5) condemnation or seizure by power of eminent domain, constitutes 
unreasonable hardship where continuously orderly efforts at reconstruction have 
been made, or where good reason for any delay in reconstruction exists. The 
facility reconstructed must conform to “damage restoration” as defined in section 
3 (F) of the order. 

(2) Tenancy given up prior to effective date of restriction as applied to the 
type of project involved, in anticipation of construction of new facilities. 

(3) Where the unreasonable hardship is based on the loss of rental facilities 
the following facts must be established : 

(a) Other suitable rental facilities are not available. 

(b) Evidence that reasonable efforts to renew lease have been unsuccessful 
through no fault of the applicant. 

(1) Reasonable increase in rental demands do not qualify as unreasonable 
hardship. 

(2) Exorbitant rental demands that amount to eviction must be substantiated 
by documentary evidence 


Nonrecoverable loss 


(4) Nonrecoverable financial loss as a result of firm commitments or contracts 
made prior to the effective date of M-4 restrictions on the project. Such loss, 
if established, may result from the following: 

(a) Site preparation not qualifying as a start of coustruction under sectior 
fs) (©). 

(b) Purchase of land where resale would result in substantial nonrecoverable 
loss 

(c) Execution of contracts prior to restriction where not cancelable without 
monetary loss. The effect of section 10 should be evaluated in each instance. 

(d) The storage of or delivery to the site of a substantial quantity of materia} 
fabricated especially for the project prior to the effective date of restriction 
(this does not apply to material generally carried in stock by suppliers). 

(e) Equipment or personal property purchased or ordered for use in a project 
prior to effective date of restrictions. Where hardship is claimed, nonrecover 
able loss must be established 

(f) Other substantial nonrecoverable losses directly attributable to project 
incurred prior to effective date of restrictions. 

(5) List B and C applications should not be processed on the basis of the 
phrase “that enforcement of such provision against him would not be in the in 
terest of national defense” as outlined in section 11 (A) of the order but shoul 
be processed under criteria relating to section 6 (B) (1) of the order. 

Policy statements issued 

C. General policy statements. 

(1) Swimming pools. 

It is the policy of the National Production Authority that no exceptions wil! 
be granted at this time with respect to swimming pools. 

(2) WMCA, YWCA, YMHA and other similar social activities. 

The importance of the social-service programs of such organizations and their 
effect upon the physical and moral development of the youth of the countr) 
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is recognized, as is the necessity of having adequate facilities available to combat 
juvenile delinquency. Therefore, it is the view of NPA that more favorable 
considerations should be accorded to these projects than to the other purposes 
which are specified in list B. 

In passing upon such applications, more favorable consideration should be 
given to those instances where such buildings are to have substantial living accom- 
modations and where the area to be serviced by such a proposed building is not 
reasonably served by other social-service organizations of the same type. How- 
ever, When such applications are granted, it is necessary to exclude from the 
authorization the completion or activation of the designated spaces in the build- 
ings for swimming pools, handball courts and other recreational or amusement 
facilities. 

However, in view of the fact that a gymnasium is usually provided for in such 
a building and a gymnasium can be constructed and made available for use with a 
minimum of use of materials in short supply, a gymnasium might be favorably 
considered, despite its inclusion on list A of M-4, due to the educational and 
physical training advantages to be obtained from its availability in the com- 
munity. 

Adequate storage vital 

(3) Public and terminal warehouses. 

Consideration should be given to application for authorization to commence 
construction of public merchandise and refrigerated warehouses (other than those 
for the storage of personal effects) and terminal warehouses since it is essential 
to the proper conduct of the defense program that adequate storage facilities be 
available as goods move from production lines. 

(4) Administration buildings for industrial plants where a certificate of neces- 
sity has been issued. 

In instances where a certificate of necessity has been issued for plant expansion, 
sympathetic consideration should be given to processing of applications for 
authority to commence construction of an administration building to be used 
incidental to the expanded industrial plant. However, every care should be taken 
that the use of critical materials is restricted to the minimum quantities essential 
for safe and economic construction. 

(5) Execution of contracts. 

In processing applications for exception under section 11, potential liability for 
breach of contract if application is denied ordinarily should not be considered in 
determining the extent of financial loss to the applicant, since under section 707 
of the Defense Production Act, paraphrased in section 10 of order M—4, compliance 
with the order ordinarily will not give rise to a claim for damages for breach of 
contract. . 

However, in determining the existence or nonexistence of hardship, the execu- 
tion of contracts should be considered, as provided in part C 4B (4), as evidence 
of work actually done incident to the proposed project. 


INTERPRETATIONS AND DEFINITIONS 


1. The term “personal property” as used in the M-4 order shall mean any and 
all improvements which may be easily removed without material structural 
damage to the building, structure, or project. 

2. The limitation of section 5 (C) on the use of not more than 25 tons of steel 
n the reconstruction of buildings, structures, or projects damaged or destroyed 
by fire, flood, or other disaster, includes the tonnage of any steel which may be 
salvaged and reused in the reconstruction. 

3. The exemption, in section 5 (E), of the cost of installation of personal 
property up to $2.000 is in addition to and need not be included in the small job 
exemptions in section 5 (B). 

4. The total cost of installation of personal property (sec. 5 (E)) shall include 
all labor, materials, and services incurred in the installation at the building, 
structure, or project site; but does not include the cost of the items of personalty 
themselves, 

5. In multiple-use buildings, structures, and projects, applications for authority 
to commence construction are required only for those portions which are pro- 
hibited or restricted by list A, list B, or list C. 


“Project” broad term 


6. The term “project” in order M-4 is an all-inclusive term covering items 
which are not in effect buildings or structures, such as baseball parks, race 
courses, swimming pools, amusement parks. 
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7. If a builder proceeds to commence construction of a building, and its esti- 
mated cost thereof does not exceed $5,000, and if during the course of construction 
it appears, due to circumstances not foreseeable when construction was com- 
menced, that the construction cost will exceed $5,000, the builder must apply to 
NPA for an exception from the order at that time, and he shall not proceed with 
his construction beyond the $5,000 limitation pending action by NPA on his 
application. 

8. Construction which is not to be permanently affixed to the land so that it 
becomes a part of the real property, may be commenced without an authorization 
from the National Production Authority. 


Shifting of partitions 

9. Alterations made in buildings which involve merely the shifting of portable 
partitions are not construction within the meaning of NPA Order M-, since 
these partitions are not built into place on the site with the intent of making them 
a permanent part of the structure. 

10. Permitted period for commencement of construction. A construction proj- 
ect authorization granted pursuant to order M+ is deemed to have complied with 
the time limitation imposed in the authorization if, prier to the last date of the 
limitation period, the contractor has moved his equipment to the project site, has 
broken ground, and/or has started. progressive and continuous operations in 
connection with the authorized construction. This definition of permitted period 
of commencement is not to be construed in any way as affecting or changing 
“commence construction” as defined in section 3 (C) of order M—, as amended. 

11. The issuance of an NPA authorization to commence construction of any 
building will not carry with it any authorization or assurance that materials or 
equipment will be available to enable the construction job to be completed. 

12. The installation of acoustical tile in an existing building constitutes an 
alteration of the building, and is not maintenance and repair. 


ippurtenances included 

13. Multi-unit residential building projects shall include all correlated appur 
tenances such as tenants’ parking space, either closed or open, and any and all 
other facilities whose use is directly related to the principal use of the building 
structure or project. 

14. Restricted single-family residential buildings shall include as a portion 
of the construction cost applicable estimates for all related work such as de- 
tached garages, retaining walls, or other site-improvement work in which per- 
manent materials are incorporated. 

15. On any and all other public or private buildings, structures, or projects not 
otherwise specifically classified, the 25 tons of steel denominator shall be based 
on a determination of the total tons of all forms and shapes of steel as listed in 
table 1 of NPA Order M-—1, and specifically including reinforcing steel. 

16. Execution of contracts or agreements incident to a proposed construction 
job including contracts for the fabrication of building materials does not consti- 
tute commencement of construction within the meaning of section 5 (A) of order 
M+. 

17, Where a contract was made for the construction of an entire shopping 
center, one part of which was planned to be a gasoline filling station, construc- 
tion of the gasoline filling station may be commenced without NPA authorization 
if construction of the shopping center itself was commenced before January 13, 
1951, and the facts demonstrate the project for the construction of the shopping 
center including the gasoline filling station was an entire project, and the filling 
station was always intended to be an integral part of the shopping center 
Exception for alterations 

18. If a department store or office building estimates that the expense for 
expected alterations during a consecutive 12-month period will exceed the small- 
job exemption, it may apply for an exception from the order on the grounds of 
unreasonable hardship. 

19. Legal applicants. In applications for commencement of construction, where 
the possession of the premises involved rests with a person other than the owner 
by virtue of a lease of the premises, the application may be filed by either: (a) 
The owner of the premises, (b) the lessee of the premises, or (c) the proposed 
operator of the premises, in which instance the written concurrence of the lessee 
or the owner shall be required. 

20. Section 4 of the NPA Order M4 prohibits the commencement of construe- 
tion of certain types of buildings, structures, and projects. In those cases where 
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the work done on the site qualifies under the definition of “commence construc 
tion,” Order M-—4 obviously does not prohibit the continuation of such con- 
struction. 

The applicable dates by which work must have been done to qualify under 
the term “commence construction” are as follows 

List A, construction prior to October 27, 1950, 

List B, construction prior to January 13, 1951 

List C, construction prior to May 3, 1951, 

In those cases where documentary evidence clearly establishes that the appl 
cant has met the qualifications of Commence construction, duly authorized NPA 
officials (Del. 7 as currently amended) may issue in writing a statement that 
M—4 imposes no restrictions on the continuation of such construction 


Construction starts 

21. In line with previous interpretations, commencement of construction is 
not prohibited under sections 15 or 16 of the order on the following type of 
facilities but they are now subject to the restrictions imposed by 
graph of section 17 of the order M-4: 

A, An eating place in a factory for the exclusive use of factory personne] 

B. A building to be used for the sale, storage, and repair of business machines 
since business machines are classified as capital goods and not as consumer 
“eoods 

C. Garages for parking purposes only, and to be constructed only for the use 
by occupants of either a private residence or of residential units of an apartme 
house. 

D. Hangars for the storage, maintenance, and repair of Commercial aircraft 

E. Sehool buildings, libraries, churches, ete., since these are not community 
or neighborhood buildings within the meaning of Order M4 

F. Food-processing plants. 

G. Site clearing in parks and forests 

H, Development of gravel roads, parking areas, walks, toilet facilities, beaches, 
nd picnic tables and parks and forests 

I. Zoological and botanical gardens. 

(‘linies, parking facilities 

J. A elinic, meaning any facility except a private office, which will provide 
facilities for duly licensed practitioners of the healing arts associated for the 
purpose of providing broad diagnostic services and treatments to the community 
(Care should be exercised in examining applications or inquiries regarding clinics 
for any indication of subterfuge for the purpose of evading M-—4 with respect 
to a doctor's office building.’ 

K. Parking garage adjoining a new apartment development, provided the 
garage is not to have commercial facilities and is intended solely for the use of 
the occupant of the apartment and is part of the same project. . 

L. Parking lots adjoining facilities listed in List B provided the parking lot 
snot to have commercial facilities. 

M. Livestock-judging buildings at a State fair if it is not to be used for amuse 
ment, recreation, or entertainment purposes. (If used for amusement, recrea 
tion, or entertainment, it would be a List A item.) 

N. Post office building designed for and exclusively used for the administration 
of the activities of the Post Office Department, with no other facilities for office 
space for other persons, and with no commercial facilities, as it is not considered 
an office building within the meaning of the order. 

O. A restaurant-diner which is not to be permanently affixed to the land so 
that it becomes a part of the real property. 

P. Facilities to be used exclusively for the sale or service of agricultura 
implements, trucks, tractors, or busses as these are not considered as consumers 


goods. 


Authorization needed 


oO 


22. Construction may not be commenced on the following type of facilities 
without authorization from NPA except as permitted under section 5 of the 
order: 

A. Public cold storage food lockers since this is a building for the furhishing 
of a personal service (List B). 

Bb. A warehouse for the storage of consumer goods where the warehouse is to 
be used incident to the distribution of consumer goods items, as distinguished 
from the manufacturer’s warehouse which is directly connected with the produc 
tion of the item (List B). 


96315—52—pt. 2——24 
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C. A wholly owned sales subsidiary corporation warehouse for the storag: 
of consumer goods (List B). 

D. An apartment house garage which furnishes commercial services (List B 

E. A new building on the site of a demolished building despite the fact that t! 
builder plans to reuse the footings and foundations of the demolished buildin; 
The erection of the new building is a new construction within the meaning o! 
the order. Section 3 (B)). 

F. Ski lifts, bathing facilities, outdoor fireplaces, etc., in parks and forest 
{List A). 

G. YMCA, YWCA, YMHA, and 4-H club buildings (classed as community 0: 
neighborhood building, List B). 

H. Public parking garages (List B). 

I. Service buildings in park and forest areas to be used incident to recreationa| 
purposes (List A). 

J. Installation of acoustical tile in an existing building since this constitutes 
an alteration of the building, and is not maintenance and repair (section 5 (B) 
(1)). 


In small-job costs 

23. In determining the cost of the small job exemption under section 5 (B 
the following must be included in the cost of construction as defined in section 8 

A. Any and all equipment or fixtures which may not be easily removed without 
material injury to the structure, equipment or fixture. 

B. The value of donated labor or labor performed by the owner must be 
included at prevailing wage rates. 

©. The value of acoustical tile plus the cost of installation. 

D. Air-conditioning units which require metal, ducts, or which are attached to 
a building, structure, or project by special electrical, plumbing, or other perma- 
nent installations. 

24. In determining the cost of the small job exemption under section 5 (B), the 
following need not be included in the cost of construction as defined in section 
8 (D): 

A. Any and all equipment or fixtures which may be easily removed without 
material injury to the structure, equipment, or fixtures. 

B. The cost of moving a building to a new site. 

C. The value of materials and equipment belonging to the owner, which are 
to be reused (such as prefabricated partitions) already on hand as distinguished 
from items which must be acquired. 

Example: Value of partitions acquired by owner prior to October 26, 1950 (for 
List A) or January 13, 1951 (for List B) or May 3, 1951 (for List C). 

D. Window and portable type air-conditioning units that are operable by 
merely plugging into electrical outlets. 

Theater equipment 

25. Classification of theater equipment for determining costs under Constru: 
tion Order M-—4 as amended. In determining whether the construction costs 
for the alteration or construction of a theater exceed $5,000, field offices are 
requested to adopt the following examples of classifications of real personal 
property (the cost of items of real property is to be included) : 
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Real 
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Air supply and conditioning 
A. Centralized type 
ducts, etc 
B. Unit conditioners without 
ducts... | 
Architectural materials—fabrics, 
paneling, curtains, drapes 
Attraction advertising equip- 
ment and marquees 
A. Changeable letters 
supporting frames 
Inarquees 
B. Display frames 
flush mounted 
C, Marquees 
D. Upright electric signs 
Auditorium  chairs—bolted 
floor 
Drive-in theater equipment 
A. Athletic equipment 
B. Playground equipment 
rides, ete 
C. Benches and picnic equi; 
ment 
D. Admission control 
ment 
E. Attraction 
signs 
F. Directional! signs 
G. In-ear loudspeakers 
H. Loudspeaker junction 
boxes 
I. Loudspeaker 
posts 
J. In-car heaters 
K. Lighting equipment 
L. Fencing 
M. Loudspeaker 
ground cable 
N. Stadium seating 
O. Portable n tower 
P. Screen tower (fixed) 
Q. Outdoor walk-in pagoda 
seats 
Emergency power plants 
A. Portable hand type 
B. Permanent 
Floor coverings 
A. Carpeting and lining 
B. Linoleum and mastic tile 
C. Rubber mats 
Lighting equipment 
A. General lighting- 
B. Directional signs 
C. Black lighting 


with | 


and 


for 


recessed 


to 


equip 


advertising 


mounting 


under 


Sere’ 


In determining construction costs, the value 
considered, although the cost of installation 


“Gas” station property 


26. Gasoline service stations. 


mattery charger; battery testers; 


prop- 


brake-testing equipment; 
vashing equipment; ceiling reels; cooling system cleaning devices; 
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Lighting equiprent—Contir 
D. Germicidal lightin 
EK. Portable lamps 
F. Stage lighting 
G. Spot and flood light 
projection room 
Maintenances and washroom equiy 
ment: 
A. Vacuum cleaners 
B. Light stands 
Projection and sound equipment 
A. Projectors and pedesta 
B. Sound-reproducing 
tems 
C. Arc lamphouses 
D>. Power-conversion equi; 
ment 
1. Motor-ge 


“f 
sets 


nerator 


2. Rectifiers 
E. Horns and speakers 
F. Public-address systen 
G. Sereens 
H. Film rewinders 
I. Rewind tables 
J. Film splicers 
K. Hard-of-hearingequipment 
ment 
L. Film storage cabinets 
Stage rigging and curtain controls 
A. Curtain tracks and 
trols 
B. Stage rigging 
Ticket sales and 
trol 
A. Coin changer 
B. Ticket issuing machin 
C. Ticket chopper or box 
D. Box office 
Water coolers 
Miscellaneous 
A. Crowd-control equipment 
portable posts 
rope 
B. Foyer and rest-room fur- 
niture 
C. Sand urns 
Television sets for foyer 
Candy-disp] 4y cases 
Popeorn machines and 
warmers 
. Soda fountains 
. Self-contained 
penser 
Water coolers 


con- 


admission con- 


and 


drink dis- 


must be considered. 


; air stands; barrel pumps 
ear jacks: 


of personal property need not be 


The following items of service-station equip- 
ment are considered to be personal property, the cost of which need not be 
neluded in computing the $5,000 small-job exemption : 

(ir cleaners ; air compressors ; air hose; air meters 


car- 
dispensing 


inachines ; display stands and eabinets (which are not an integral part of the 


luilding) ; dollies ; 


dolly pumps; hose reels; 


recapping and vulcanizing equip 


inent ; sign poles, sign reflectors, and signs furnished by suppliers, which display 
the trade-mark of the supplier; small hand tools; soap dispensers; spark-plug 


cleaners: 


<asoline dispensing pumps; gear case flushers; greasing equipment; high boys; 
motor analyzers; motor flushers; 


kerosene dispensers; lifts: lubsters: 


oil dis 


" driveway alarms; fast oil changers; fender straightening equipment ; 
fire extinguishers ; furniture (including cash registers, safes, desks, and chairs) : 
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pensers; oil racks; paint touch-up facilities; portable jacks; spark-plug testers ; 
storage tanks; tire gages; tire racks (not an integral part of building) ; tire 
tools including changers; waste cans; water hose reel equipment; wheel aline 
ment equipment; wheel-balancing equipment; wheel-bearing equipment. 

All installation parts and the cost of installation of the above items of personal 
property are to be included in computing the construction cost, 


Other items to include 

In addition to the items which have previously been considered realty, the cost 
of which is included in the construction cost, the following items should be in 
cluded: Floodlight poles; island light poles: light reflectors; driveways; pipe 
and fittings; sign poles, sign reflectors, and signs other than those listed above; 
tank vents. 

27. Alterations and improvements to industrial plants. Alterations, improve 
ments or modernization of an industrial plant are affected by the 25-ton provision 
and not by the $5,000 provision; therefore, additions, alterations, improvements 
or modernizations of an industrial plant can be made irrespective of the cost 
thereof, if the total steel to be made use of in such alterations shall not exceed 
25 tons. 


APPENDIX F 
Supsect: NPA REGULATIONS—OBSCURE AND LACKING IN MEANING 


The obscurity and lack of meaning in many NPA regulations results from 
several factors: 

1. There is a large volume of regulations without indexing so that each time a 
regulation is issued, most other regulations must be examined to determine the 
effect of the particular regulation, 

2. Most regulations refer to other regulations or changes in such regulations 
and the cross referencing leads to confusion. For example, the change made 
M—4A cannot be understood without considering amendments to CMP Regula 
tion 6, direction 1 to CMP Regulation 6 and amendments to delegation 14 all ot 
which must be taken together to find out how the new system established by 
M—4A operates. 

A fair example of the cross-referencing which leads to confusion is CMP Regu 
lation 1. This regulation refers to the following documents or regulations: 


(a) “Official CMP class B product list” 

(b) CMP Regulation 2 

(c) CMP Regulation 3 

(d) CMP Regulation 4 

(e) CMP Regulation 5 

(f) NPA Order M-1 

(g) NPA Order M-5 

(h) NPA Order M-6 

(i) NPA Order M-11 

(j) All other “applicable regulations and orders of NPA” 


In other words, to understand CMP Regulation 1, reference must be made to 
nine other extensive documents and even then, since all other regulations and 
orders of NPA may be applicable, one is never sure whether he is complying 
Normally the regulations contain a provision that the particular order or regula 
tion shall not be construed to relieve the party of complying with other regula 
tions or orders. 

A rather typical embodiment of this cross-referencing which leaves the reader 
somewhat stunned is CMP Regulation 5, schedule 1, which in discussing the 
materials which may not be obtained by use of a DO rating lists “Products 
appearing in list A of NPA Order M-—47A, as that order may be amended from 
time to time (except in item 28 of sec. VIII of list A), or in list B of said order 
(except painters’ and industrial brushes, as defined in NPA Order M-18, as that 
order may be amended from time to time).” 

3. Definitions are frequently vague. For example, on August 3, 1951, CMP 
Regulation 6, direction 1 permitted construction of various types of buildings 
depending upon amount of materials to be used. In referring to amount of 
materials, it was noted that if total requirements did not exceed certain amounts, 
construction was permitted but “total requirements” was not defined. The local 
office said that “total requirements” meant amounts which had yet to be in 
corporated in the physical structure. Washington subsequently said, as to other 
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than multifamily and amusement structures, that “total requirements” referred 
to materials required for delivery. Thereafter, an amended regulation was issued 
to support the Washington interpretation. This raised the question of what was 
meant by delivery which seems to be finally interpreted as related to ear-marking 
of the material by the manufacturer or at the warehouse. 

4. Difference in interpretation between local office and Washington results in 
obscurity and lack of meaning. For example (as to commencement or con- 
tinuance of construction after September 30, 1951) the New York local office 
last August stated, in reference to multifamily construction, that if the owner 
had material on hand or if the owner did not need more than specified allot- 
ments of materials, the owner could commence multifamily construction. A 
month later, the local office stated that if the owner did not need more than 
specified limits of materials, the owner could go ahead with multifamily con- 
struction without reference to the other condition. The regulations as issued in 
Washington seems to say that permission is necessary for commencement or 
continuance of multifamily construction under any conditions. On the other 
hand, if materials are on hand for commercial construction, there appears to be 
no limitation regarding permission. It seems hard to believe that multifamily 
construction, in this respect, is in the least preferable position even after con 
struction of amusement facilities. 

Another example of difference in interpretation between the local office and 
Washington took place as follows: On September 138 the local office said that 
everybody had to reapply by September 20 for allotments for the first quarter of 
1952. Washington said that everyone who had applied for fourth quarter of 
1951 allotments and had been refused, could reapply for allotment for the first 
quarter of 1952 by September 20. All others did not have to reapply. 

Not only is there a difference between Washington and the local ageney but 
there is also a difference between the NPA interpretation and the interpretation 
of a claimant agency. For example, the NPA has at no time required applica- 
tions to be filed for each quarter, whereas the Housing and Home Finance 
Agency, in a recent issue of the Defense Production Record said that applica- 
tions (CMP-4C) had to be filed for each quarter in which the applicant requires 
delivery of controlled materials, 

5. Combination of approval of allotment and end use restriction of materials 
leads to obscurity and confusion. For example, the owner secures approval of 
a housing project on a CMP—4C form with an allotment of materials. Despite 
the fact that the project is approved and the materials are allotted, the owner 
must be concerned with a host of end uses of the controlled materials in the 
approved project as to which he may be required to seek approval on another form 
( NPAF-24) 


APPENDIX G 
[From the Daily News, November 28, 1951] 
CONTRACTOR ASKS STEEL AND GETS PAPER FORMS 


Just how does the bureaucratic handling of steel stymie New 
York's traffic? The News brings you today a case history of the red 
tape snafu that a contractor has to overcome to get a steel allotment. 


(By Joseph Martin and James Desmond) 


A bureaucrat, by dictionary definition, is, among other things, an officeholder 
endowed with vast powers. Bureaucrats in Washington and on lower levels 
throughout the country control all the steel in the United States today. As one 
consequence, eight vital highway construction projects in New York City are 
stalled for the lack of less than 20,000 tons of steel—despite the fact that the 
elimination of these bottlenecks would speed present traffic and provide alter 
nate military highways that might be desperately needed in time of war 

Contractors on the eight delayed jobs get nothing but forms, forms and more 
forms to fill out—plus paper allotments of steel that may be good at some future 
date. 

Take for example the First Avenue U. N. project, running from Forty-first 
Street to Forty-eighth Street. Here, if nowhere else, yon'd expect that Washing- 
ton would give all-out help. The project itself was dreamed up by the world 
peace planners of the U. N., who were afraid that the rattle and smell of garbage 
trucks along the surface of the existing First Avenue would offend diplomatic 
ears and noses. So it was decided to shunt these unsightly vehicles and other 
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commercial traffic underground past the U. N. site, leaving the surface to sle¢ 
and mannered passenger cars, including, of course, diplomatic limousines. [ 
was assumed that in Washington, where nothing is too good for the U. N., ther: 
would be plentiful cooperation. 

What happened? 

Steel procurement on the First Avenue project is so fouled up that oth: 
contractors call it the classic case of snafu. The completion of the project 
which had been scheduled for next spring, is still at least a year away. And t! 
contractor is shelling out $1,000 a week from what he had hoped would be hi: 
profit to maintain a plank temporary highway paralleling a hole in the groun 
that will eventually handle northbound East Side commercial and passeng¢ 
car traffic. 

This traffic—since the city designated First Avenue as a one-way street—ha; 
climbed to 23,700 cars a day, and as many as 1,900 cars inch through the existin: 
bottleneck in a peak hour. How they do it no one really knows. It just happens 


“ss LITTLE RIDICULOUS,” CONTRACTOR COMPLAINS 


The contractor caught in this squeeze is Anthony Del Balso, of the Del Bals 
Construction Corp., of the Bronx. With the understandable reticence of an) 
businessman in the hands of bureaucrats these days, he calls the situation a littl 
ridiculous. Actually, it would be hilarious comedy, if it weren’t so serious. 

Here’s what happened to Del Balso: 

He was awarded a fixed-price contract of $5,000,000 after competitive bidding. 
and set his crews to work last December digging the First Avenue hole. Th: 
Korean war had started and there were warnings of increased direct defense 
demands, but no steel shortage was in sight. The American Bridge Co., a Unite 
States Steel subsidiary, offered to supply all the steel needed for the job 
delivery to be made in October or November of this year. 

That was last December. The situation grew worse quickly. Del Balso first 
got word of it when American Bridge notified him that it could not carry out 
its commitments because it Was jammed with defense orders (the DO on bureau 
eratie rubber stamps that makes large blocks of steel untouchable) and that h« 
would have to get a priority number. 

Early in March, Del Balso and his associates went after their priority numbe: 
It took them several weeks, but the priority number was granted in the latter 
part of April by the National Production Authority through its Industrial 
Expansion Division. Back went Del Balso to American Bridge with the priorit) 
number 

He got his come-uppance quickly. 

The situation was unchanged, but American Bridge thought it could do som: 
thing for him around February 1952, if he would please get in line. There was 
other work to be done on the project and, while continuing pressure for tli 
steel, Del Balso got on with it. 


NEW PLAN, NEW FORMS AND MORE CHANNELING 


Came July 1 and the Controlled Materials Plan (CMP) supplanted direct dea 
ing with the NPA. All bets were off. Del Balso had to fill out a whole armfu 
of new forms. He naturally noted on them that the NPA, under the old allo 
cation system, had given him a priority rating. 

From now on you'll have to follow closely if you want to keep up with th: 
papers. They traveled this way: from Del Balso to Manhattan Borough Pres 
ident Robert F. Wagner, Jr., for certification, from Wagner to the city construc 
tion coordinator’s office for inclusion in the city-wide program, from there to th: 
metropolitan district office of the State department of highways, in Babylon 
Long Island, to be dovetailed into New York area plans. Next stop was in thy 
State highway department in Albany. 

The department got rid of the papers, after checking them over, by sendin¢ 
them around the corner to the district (State) office of the Federal Bureau of 
Public Roads, which, in turn, forwarded them to the divisional (New York-New 
England regional) office of the FBPR, a couple of blocks down the street. This 
regional office, as a so-called sponsoring agency, has authority from the NPA to 
grant steel allotments. 

So, logically, Del Balso’s allotment should have been granted. Logic, however, 
has little to do with these matters. An eagle-eyed red-tape specialist in th: 
regional FBPR office spotted Del Balso’s notation that the NPA had granted 4 
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priority under the old allocation system. “This,” said the bureaucrat trium- 
phantly, “is not our baby. That dumb contractor is all loused up. Send these 
papers back.” 

Back they went from the regional FBPR, to the State FBPR, to the State 
highway department in Albany to the highway department’s Babylon office to the 
construction coordinator to the borough president and, at long last, to Del Balso. 


SHUFFLING OF PAPERS SHIFTS TO WASHINGTON 


That was in the latter part of July. It would be better not to go into Del 
Kalso’s reaction at that bitter moment, but he put aside his feelings and hustled 
down to Washington the same day to lay his case before the NPA, pointing out 
that the U. N. was involved, a magic phrase in Washington. He was promised 
his plea would be taken care of. 

It was. All during August, September, and October the papers were apparently 
shuffed from basket to basket in the NPA until another bureaucrat spotted a 
nice out. “Sorry,” the NPA told Del Balso early this month, “but we don’t feel 
this is within our jurisdiction.” 

Thus armed, Del Balso again assaulted the Federal Bureau of Public Roads, 
via the Wagner-to-Moses-to-Babylon-to-three-Albany-offies route, and this time 
the FBPR realized that it had fouled up his July application. So, although the 
papers reached Albany on the second time around only this month, he got a steel 
allotment a couple of weeks ago. 

Del Balso went back to American Bridge with his CMP. You've got our 
steel some place, he said in effect, let’s have it. He got a loud laugh. The fourth 
quarter’s steel was all spoken for. It could fix him up for the second quarter 
of 1952, starting sometime in April if nothing went wrong, he was told. 

At this point, the Federal road agency pitched in and got him a February 
allocation. That still stands. In February he'll get the steel he got a priority 
for last April. At least that’s the paper commitment right now. 

And all this fuss was about 2.350 tons of steel—enough to be vital 
program, but amounting only to a day’s shavings for heavy steel users 
Meanwhile, First Avenue, which would become a main military highway 
and in fact the only highway on the East Side if the East River Drive were 
bombed—is choked in peak hours with crawling traffic: the city is being further 

strangled, and steel is going to stockpiles that may never be needed 


in a road 


APPENDIX H 
LEGISLATIVE SUBCOMMITTEE REPORT, NOVEMBER ZY, 1951 


This subcommittee contacted the Commerce Clearing House, Inc., and obtained 
information concerning what publications on NPA and CMP a building cor 
structor should have if he is to attempt to make any conscientious effort to follow 
the present Government controls. 

Mr. W. J. Knowlan, of the New York office of the Commerce Clearing House, 
Inc., advised us as follows: 

“A building contractor ought to have the priorities unit of the CCH Emergency 
Business Control Law Reports. which is now approximately 500 pages. Dis 
regarding the indexes, this sets forth the Defense Production Act, the Executive 
orders and proclamations, the NPA regulations, the M orders (these now run 
from M1 to M90 and there are various amendments), and the miscellaneous 
section which includes regulations, instructions, and releases. The unit 
includes CMP orders, regulations, instructions, and releases. The unit 
contains the various Government forms to be used. 

“This service has to be kept up by sending reports to our subscribers. As 
un example of the rapid expansion required for this service, we have already 
had to send out 10 reports in the month of November 1951.” 

Mr. Otto E. Anderson, of the Chicago office of the Commerce Clearing House, 
Inc., advised us in detail of the cost of fully covering the NPA and CMP 
regulations as follows: 

“The priorities unit of Emergency Business Control Law Reports provides 
full coverage of all official regulations controlling the allocation of essential 
materials, Promptly upon release by the National Production Authority and 
other priorities agencies, the latest rulings are rushed to subscribers for insertion 
in the loose-leaf compilation of basic information. All NPA forms are listed 
and described. The guide presents practical explanations to assist the business 
man in complying with official requirements. Subscription to this effective 


also 
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guidance is $180 for reporting through December 31, 1952, payable upon installa 
tion. The loose-leaf volume will be delivered immediately, and subscriptior 
includes dispatch of reports by first-class mail or air mail as required for ove: 
night delivery. 
APPENDIX I 
{From. Construction Market, October 11, 1951] 
WHat Has Haprpenep To LAW AND ORDER? 
(By Myron L. Matthews, vice president, The Dow Service, Inc.) 


It would appear that, Tarzanlike, NPA is pounding its chest and flexing ‘its 
muscles to convince as many people as possible it means business. And hang 
the ethics while doing it. 

There was a day when a governmental regulation was sacred. Anyone wh 
committed himself to a procedure within a regulation was assured he coul 
complete that commitment. If the regulation were later changed it applied 
only to new commitments. This is now a thing of the past. Regulations ar 
changed from day to day, or month to month, without thought, apparently, of 
living up to understandings previously made. 

Getting down to cases, before CMP and M—4A, the older M-—4 construction 
order permitted certain building work to proceed upon formal specifie official 
approval, Thousands upon thousands of such approvals were granted and the 
people went about placing orders, making other commitments, or starting con 
struction. Overnight along came M-4A canceling M-—4 but including some oj 
its provisions while dropping others, and adding new ones. The net result Was 
to leave many owners, banks, architects, engineers, builders, suppliers, labo 
and manufacturers out on a limb. They found that new yvardsticks had taker 
the place of old ones which had been unceremoniously broken over the knee 
and thrown aside as of no consequence. The new yardsticks, M—4A and CMP 
etc., were both tougher and shorter. Graciously the citizenry was told its hard 
ship gripes would be heard but that there would be no more local decisions 
either an effort to take the heat off local regional offices of NPA which had 
previously processed applications and granted O. K.’s on projects individually 
under $1,000,000 ; or a rebuke to local directors for allegedly being too generous 
and politie in dealing with the local building industry. Or maybe it was that 
Washington wanted only to clear everything so it would know what was going 
on. Several interpretations could be made to this but they have little to do 
with running out on the terms of agreements (which is the sermon today) thoug! 
it all has the same smell. 

Supposedly we must assume that the planners basically are fair and square 
people with our best interests at heart. Also what they do is, supposedly, 
representation of what they believe to be the best way to accomplish the job 
First—the old M—4 as revised many times—they told us the way to do the job 
namely, conserve scarce materials, was to ban certain types of building work 
the building industry, for its part—there were other industries up in arms 
too—told the planners right at the start the way they were going about it would 
prove ineffective. This was considered to be an industry crying for its supper 
and, therefore, to be discounted. Every so often the planners put new 
brain children into print and each time industry tried to realine itself with thi 
newest dictum, It became increasingly difficult to keep things unscrambled 
and finally even NPA and DPA gave up, as witnessed by CMP and M—4A. 

Now we have a mongrel situation which is a cross between the old M— and a 
hoped-for future M-4B or C—if, indeed, by then there is still a construction 
industry worth regulating. At any rate H. Q. says “let's forget the past and start 
over. We were not getting anywhere.” So, we start over—all over 

It makes no difference that legal commitments were made It makes 
difference whether the commitments were made after receipt of a Government 
vo ahead. It makes no difference if you got caught by changes in criteria, 
qualifying yardsticks, after yon made commitments. What counts is do y 
qualify under today’s yardsticks, and worse, will you continue to measure 
to the inevitable newer and unknown yardsticks vet to come—tomorrow, nex! 
week, or next month. 

Whatever the rules changes are, whatever they hecome as time passes, 
are stuck with them. If past practice continues you cannot safely count on the 
sanctity of today’s promises or working or contracting conditions. The planne 
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have no compunction, do not hesitate in sweeping away regulations under which 
we have always felt, in the past, we could have confidence. Now they have neat 
little tricks such as changing words and commas in definitions, adding or sub 
tracting sentences, paragraphs, and sometimes entire enabling orders—just 
leaving vacuums, Or, conversely, creating vacuums. Then there is the matte! 
of interpretive orders, interpretations, interpretations of interpretations, criteria 
and so on, ad nauseum 

Recently Washington NPA denied material allotments for hundreds of non 
defense construction projects throughout the United States. Many of these were 
of the deferable type and had no previous O. K.’s. There were some where 
earlier official assurances had been given and in consequence of which binding 
commitments had been made, legally, by the owner, builder, etc. In connectior 
with these we believe a court would uphold the owner’s contention that he is 
entitled to his allotinents and that they be given forthwith. 

Reports are going around that builders, denied fourth-quarter materials, 
are being invited to satisfy their steel needs by tapping foreign-steel suppliers 
who are taking an increasing interest in the American market. Also, domestic 
steel is found to become mysteriously available at a price. This is a twist 
worthy of comment. Increasing tonnages of domestic steel, raw or in the forn 
of an end product, goes overseas under conditions approximating lend-leas¢t 
There’s not enough left for domestic consumption, but we can buy foreign ste¢ 
for use here. Wonder why the Government doesn’t buy the foreign steel and 
ship back the manufactured product made of foreign steel, releasing an equiva 
lent amount of domestic steel for nondefense domestic consumption 

Undoubtedly the defense needs are great but not great enough to make a 
mockery of the sanctity of laws, regulations, and contracts. If that course is 
persistently followed what respect for law and order will remain? The answer 
of course, will be that no one is making a mockery of law and order. Yet we 
believe a strong case could be made that the net result of day-to-day 
venience orders and amendments, ete., to NPA orders, amount substanti 
to just that. 


APPENDIX J 


Ciry OF New YorK, 
OFFICE OF THE PRESIDENT OF THE BOROUGH OF MANHATTAN, 
Vovember 19, 1951 
Hon. MANLY FLEISCHMANN, 
1dministrator, National Production Authority, 
Washington, D. ¢ 

Drar Mr. FLEISCHMANN: On May 10, 1951, we wrote to you protesting the dis 
criminatory impact of NPA Order M-4 upon construction activity in the Borough 
of Manhattan. In your reply, dated May 22, 1951, you stated that it was not 
“our intention to allow M-4 or any other order to cause undue hardship to any 
group of people.” You further stated that “The fact that a large city presents 
problems differing from those in a small city is well recognized by those admit 
istering the order.” 

Since that exchange of correspondence, Order M-4 and Order M-4A have been 
repealed, and the construction industry has been placed under the controlled 
materials plan. The constant change in the framework of the regulations gov 
erning the construction industry, together with the amendments issued thereto, 
have disrupted the normal practices of the construction industry and will cause 
irreparable harm to the industry and to the economic needs of this city, unless 
special consideration is given to existing Conditions in this city 

Unfortunately, the fears expressed in our earlier communication are now be 
coming manifest. For example, the total value of construction activity in the 
city of New York, as indicated in plans filed with the city department of housing 
and buildings, amounted to $359,787,617 during the first 9 months of 1951 as 
against $464,421.004 during the comparable period of 1950. Thus, under existing 
restrictions on construction, there has been a decline of construction activity 
amounting to $104,635,477. 

In the borough of Manhattan the volume of construction activity dropped from 
$86,931,581 for the first 9 months in 1950 to $58,546,005 for the same period i: 
1951, for a loss of $28,585,576. 

During the first 9 months of 1950, in the borowgh of Mumhattan, plans were 
filed for the construction of 160 commercial structures of various types, sucl 
as factories, office buildings, and loft buildings, having a total construction value 
of $39,194.386. In this borough, for the same period in 1951, plans filed for suc 
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commercial structures involved only 23 buildings, having a total construction 
value of only $8,076,542, for a loss in construction volume of $31,118,044. 

With respect to residential construction in this borough, during the first 9 
months of 1950, plans filed called for the construction of 34 multiple dwellings 
containing 4,227 apartments having a total construction value of $38,278,495. For 
the same period in 1951, plans filed for residential buildings in Manhattan called 
for the construction of 37 multiple dwellings, containing 3,871 apartments, having 
a total construction value of $30,370,169, for a total loss in construction volume of 
$7,908,326. 

While the decline in residential construction was relatively slight it, neverthe- 
less, points up most strikingly the devastating impact of existing construction con 
trol regulations upon the construction industry in this borough. An analysis of 
the residential construction figures for the first 9 months of 1950 shows that every 
one of the 34 multiple dwellings for which plans were filed involved construction 
by private capital and private financing. 

Of the 37 multiple dwellings for which plans were filed in 1951, 34 buildings 
containing 3,689 apartments and having a total construction value of $28,510,169 
are public housing projects. Only three buildings, containing 182 apartments, 
and having a total construction value of $1,860,000 represent private financing 
and venture capital. 

Thus the total value of privately financed residential construction in this 
borough shows a decline of $36,418,495 this year as against the volume of such 
construction in the preceding year. 

The reasons for this sharp decline in construction activity in this borough and 
in this city are reasonably clear. Construction of the kind which is economically 
feasible in this city requires extended planning, the completion of complex finan 
cial arrangements, the fabrication of many materials, the proper scheduling of 
deliveries, and the completion of many other details for the proper and orderly 
execution of the construction work. 

I know it is not necessary to elaborate upon the devastating impact upon this 
city’s economy resulting from the sharp decline in construction activity. How 
ever, we do want to call your attention to the fact that reliable industry estimates 
indicate that about half the construction employees in this city are unemployed 

We believe, in view of the high cost character of land and construction, in this 
city, that special consideration must be given to applications for controlled mate 
rials for construction in this city. We are fully cognizant of our urgent national 
defense needs, but we feel that the facilities constructed in this city will by and 
large contribute markedly toward our defense production needs. 

Sincerely yours, 
Rorert F, WaGNek, Jr., 
President, Borough of Manhattan. 


APPENDIX K 


Lerrer From ArtHur W. Rienrt, New YorkK, N. Y., FORMER ASSISTANT DEPUTY 
DtreEcToR FoR NEw York ReGion UNpER WPB And ForMER CPA DISTRICT 
CONSTRUCTION MANAGER 


NOVEMBER 19, 1951. 
Mr. C. Grorck DANDROW, 
Chairman of the Construction Controls Committee for the Construction 
Industry, New York Building Congress, New York 17, New York. 

Dear Mr. DANDROW: You have asked me concerning administrative difficulties 
in the event the Defense Production Administration, recognizing the peculiar 
problem of New York City and the unrealistic and inequitable impact on it 
through construction controls, were to afford this city relief in the form of a 
special quota for construction as proposed by the construction controls committee, 
of which you are chairman. During my service in Washington under WPB and 
as Assistant Deputy Director for the New York region, the same problems of selec- 
tive allocations of ratings and/or allotments were met first through the priority 
system, PRP and subsequently CMP. In fact under the veterans’ housing pro 
gram (CPA), devised to curtail nonessential construction so as to provide addi 
tional material for veterans’ housing, the elements were exactly parallel. 

As CPA district construction manager, it was my duty to administrate the lat 
ter regulation. In this I was ably assisted by two committees, the New Yor! 
district construction committee, appointed by the mayor of New York and the 
suburban committee, appointed by mayors of the more important cities or towns 
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in outlying counties, i. e., Sullivan, Rockland, Westchester, Putnam, Long Island, 
ete. These committees were carefully selected so that their judgment was beyond 
reproach. Members of the city committee included: Col. James Dawson, U. N. 
construction coordinator; Peter W. Eller, president, Thompson Starrett Co. Inc. ; 
Max Foley, Voorhees, Walker, Foley & Smith; Brig. Gen. John Reed Kil- 
patrick, Madison Square Garden Corp.; Howard McSpedon, president, 
Building and Construction Trades Council; Robert Moses, city construction 
coordinator ; Seton Porter, president, Sanderson & Porter and National Distillers 
Products Corp. ; Edwin A. Salmon, chairman of the department of city planning; 
while the suburban was made up of men of similar caliber. These committees 
of which I was chairman, met once a week to consider construction applications 
within their geographic jurisdiction. 

The processing mechanics were briefly as follows: Prior to these meetings 
onstruction analysts of the CPA reviewed the applications and plans submitted 
with a view of ascertaining any of many factors, including but not limited to 
a) hardship by prior commitments or expenditures, (>) communal need (popu 
ition changes, etc.), (¢) necessity to health and safety, (@) substitution of 
material or change of design, (e) recommendation of responsible authorities 
(Board of Education, hospital authorities, Port of New York Authority, ete.), 

f) documentary evidence to support applications, in short, any one of the 
countless inquiries a construction analyst, by the very nature of his training, 
would make. The analyst would then document his findings, cite his supporting 
data on a Work sheet, and, in conclusion, make recommendation to the committee. 
(\n agenda of the cases to be considered was mailed to the committee a few days 
prior to the meeting so that they could, if they thought it desirable, make local 
inquiry on any circumstance concerning the application to be considered. 

\t the meeting the chairman detailed the analyst's findings, as reflected in the 
work sheet, and after careful consideration, the committee voted recommenda 
tion for approval or denial to the presiding officer (CPA district construction 
manager). Obviously, the delegation of authority rested with the manager, 
but he had little if any justification to do other than abide by the recommenda- 
tion of his committee. 

I might add that qutoas were established by Washington, and action taken 
were immediately reported to them and were confined strictly within the pre 
scribed limits of the quota. Of course, unused quotas were permitted to be 
ttilized in subsequent weeks. At that time, quotas were established by a dollar 
value limitation, but I can see no difficulty, now that construction is fully inte- 
grated in the controlled materials plan, why the same framework on a quarterly 
hasis cannot be established in quantities of steel, copper, and aluminum. Record 
keeping and reporting of allotments used in the field is basic and of litthe moment 
to any trained CMP analyst. Above all, it should be urged that completed 
processing be done at the local level with perhaps appeal of decisions handled 
by Washington. Experience has proven, at least to me, that there is no sub 
stitute for local knowledge where no specific defense expansion programs are 
nvolved. 

Very truly yours, 
W. ArtHUR RIEHL. 
APPENDIX L 


Here are some recent case histories from the New York area indicating actual 
situations : 


CASE A 


An old church and Sunday school which was the center of many Community 
ictivities was completely gutted by fire. It was so well thought of locally that 
15 churches of all denominations took up collections to help rebuild it. Architects 
were employed to prepare plans for rebuilding the church. ‘They used a wall- 
bearing design utilizing wood trusses, and did everything in their power to 
minimize requirements for any critical material. They submitted an applica- 
tion on form CMP-4C when plans were ready, and after a delayed period, they 
received a mimeographed form of rejection with a few press releases attached. 
They complained in Washington, and were told to refile the case with pictures 
f the fire, and newspaper reports of the collections. They did so, and finally 
received assurance of approval. 
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CASE B 


Some months ago after a condemnation proceeding the city of New York too} 
title to the land occupied by a large church, parochial school, and convent, Th 
land was taken for the completion of an arterial highway. 

The owner bought land two blocks away, and hired architects to prepare plans 
and specifications for identical accommodations. When the plans were read) 
an application on form CMP-C with supporting data was filed. 

This application sat in Washington for over 2 months despite the fact that thy 
church is still on the old property only as a matter of sufferance by the road 
contractor, and has to pay the city rent while it stays there. Finally, after 
visits to Washington, it was located in another agency and is now being approve: 


CASE C 


Another church and Sunday school found itself in this strange situation. It 
started its building program years ago to proceed in stages. When it got mone) 
together to proceed it was held up by World War II, and it became involved not 
only in having a congregation three times its original size but also in trying t 
accommodate the Red Cross, the Boy Scouts, community adult education, civic 
meetings, and the like. It accommodated the public library because there wis 
no place for it to go. Since it is the only church within a mile and a half, and 
the only steel-frame building in the whole area, it promised to become the cente! 
of civilian defense, and to be the local bomb shelter. 

Here again a minimum of critical materials were specified, plans were com 
pleted and submitted to contractors, and CMP-4IC was filed. It was fully docu 
mented. There was even attached a letter from a steel company accepting a 
order for the steel subject only to NPA approval. 

What happened? The poor pastor—not the architects who filed the form 
received a mimeographed form denying the application. It was not even signed 
by anybody. As usual, press releases were attached. 

When the church tried to appeal, it was told that it had to refile for a second 
denial in order to file an appeal, and then wait for a hearing at Washington. 

Further cataloging of numerous other New York cases would unnecessaril) 
lengthen this presentation. The foregoing cases illustrate, we think, the foll) 
of trying to administer important local problems by mail to Washington. 


Senator LenmMan. Would-it be agreeable to place in the record, too, 
correspondence with Mr. Henry H. Fowler, Administrator of the 
NPA, and other documents, all pertaining to this subject ? 

The CHarrman. Without objection, of course. 

(The correspondence referred to follows:) 


DEPARTMENT OF COMMERCE, 
NATIONAL PRopDUCTION AUTHORITY, 
Washington 25, D. C., February 1, 1952. 
Administrator Henry H. Fowler of the National Production Authority, United 
States Department of Commerce, has written a letter to Members of the New 
York congressional delegation on the subject of the New York City construction 
situation. 
Text of the letter as sent to each Member of the New York delegation is at- 
tached 


Hon. T. VINCENT QUINN, 
House of Representatives, Washington 25, D. C. 

Dear Mr. QuINN: On January 15, I discussed with Members of the New York 
congressional delegation the serious problem facing the construction industry, 
particularly in New York City, because of the necessary diversion of critical 
materials to construction of military and defense industrial projects outside 
New York City. 

At the conclusion of the hearing, I assured the delegation that I would submit 
in writing a suggested program of remedial steps designed to reduce unemploy 
ment in the building industry in New York to the extent that that could be done 
consistent with our primary responsibility for the defense production and con 
struction effort. 

Mindful of the seriousness of the situation in New York City and other urban 
areas where there is no substantial military or defense industrial constructior 
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to compensate for the diversion of critical materials from nonindustrial construc- 
tion, I have reviewed the suggestions [ made in that discussion with Mr. Manly 
Fleischmann, the Defense Production Adininistrator, 
January 15, and certain of his associates, 

This letter and the suggested program set forth have 
him and have his concurrence. 

As I stated on January 15, the NPA intends to make 
for allocation of controlled materials for new nonindustrial construction, par- 
ticularly in large urban areas where there is no alternative construction of a 
defense character. I intend to make this claim as soon as the projects, both 
industrial and nonindustrial, which are under construction, have their require 
ments met and, of course, provided that such astep would not require the denial 
of allocations to new hecessary military and atomic energy construction. 

[ think it will be helpful to an understanding of the problem with which we 
are faced, if we look into the actual supply situation which exists today insofar 
as the supply of building materials is ‘concerned. 

As you know, at the present time the National Production Authority has juris 
diction over industrial construction not directly owned by the Gover ument, water 
and sewage facilities, certain types of State 


who was out of the city on 
been reviewed with 


an early claim upon DPA 


and local public works (excepting 
schools and hospitals), commercial] buildings, religious buildings. social and 
recreational facilities. The jurisdiction over all other types of 
is distributed among ; 
the Government 


construction 
large number of claimant agencies, who are agencies of 

Quarterly, each claimant agency submits to the Defense 
tration its estimate of the requirements of controlled materials for the program 
(including construction) over which each such agency has jurisdiction. After 
studying these requests, the Defense Production Administration determines the 
amount of material which it ean make available to each claimant agency during 
the ensuing quarter. The amount so made available is called an allocation of 
controlled materials. Only after it has received its allocation can a claimant 
agency grant an allotment to an individual builder to enable him to go forward 
With his proposed construction project 


Production Adminis 


sasically, the problem facing the coustruction 
available supply of structural steel. although the operations of the industry are 
necessarily also conditioned upon the available supplies of other types of 
is Well as copper. With respect to the second quarter of 1952. it appeared that a 
handful of claimant agencies accounted for the great bulk of the Structural steel 
requirements, Approximately SO percent of the total stated requirements for 
structural steel represented the programs of the NPA Industria] Expansion Divi- 
sion, Department of Defense, the NPA Railroad Equipment Division (for the 
maintenance of railroads, freight cars, ete.), the Bureau of Public Roads, the 
Defense Electric Power Administration, maintenance, repair and operating sup- 
plies (MRO) and self-certification {a procedure permitting small users to ob- 
tain very limited amounts). the NPA General Industrial Equipment Division. the 
NPA Canadian Division, the Petroleum Administration for Defense, the Federal 
Security Agency, and the NPA Construction Controls Division. These few 
agencies and programs presented requirements amounting to 130 percent of the 
total supply of structural steel. The total requirements of all the claimant 
agencies presented to the Defense Production Administration amounted to 170 
percent of the actual supply. 

AS you can see, we are confronted here with a problem of arithmetic. In solv- 
ng this problem, the only possible approach is to attempt to determine which 
heasures will make this country strong in the shortest possible period of time. 

In attempting to solve this problem, and bearing in mind the extent of the 
programs of the Department of Defense and of the Atomic Energy Commission 
vhich cannot be impeded without affecting the security of the country, the 
Defense Production Administration had no alternative but to cut sharply the 
locations of structural steel and other controlled materials available for the 
ionindustrial construction. In the second quarter it was necessary even to re- 
duce allocations for the defense industrial expansion programs, as well as for 
nonindustrial construction. Such cuts could not be avoided when it is recog- 
hized that the military program required a greatly increased allocation of strue- 
(ural steel over the amount which had been allocated for that purpose during 
the first quarter: that an additional 80,000 tons over the amount set aside in the 
first quarter for MRO and self-authorization had to be set aside in the second 
quarter because it appeared, through experience, that the first quarter set aside 
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was far too low; and that provision had to be made to take care of overallotmen| 
in the first quarter in an amount far greater than had been anticipated. 

The effect of these cuts in allocations in the second quarter does not mean thi 
there will be less construction going on in the country . The over-all volume o} 
construction will not be materially changed. However, the greater part of t! 
construction which will be able to go on will be concentrated in the milita: 
construction projects, atomic-energy projects, and completion of industrial and 
nonindustrial construction already under way. The demand for structural ste: 
for military construction is anticipated to continue at a very high level by reas 
of the fact that in November 1951 the Congress approved the Second Suppl 
mental Appropriation Act of 1952 (H. R. 5650, Public Law 254, 82d Cong.), whic! 
brought the appropriations for military construction up to $6,000,000,000. 

The defense industrial expansion program is now reaching its peak, and it 
anticipated that the very heavy demand for structural steel occasioned by this 
program will level off in the not-too-distant future. 

However, so long as the military and atomic-energy programs require ver 
large allocations of structural steel, and until the industrial expansion prograi 
has been leveled off, it seems clear that there will not be available quantities of 
structural steel to be used in nonindustrial construction to the extent which would 
permit normal pre-Korea operation. It is my view that this very tight situatio: 
in the field of nonindustrial construction will continue certainly through the third 
quarter, and most probably through the fourth quarter, of 1952. 

I recognize fully the extent of the preliminary planning which must be under 
taken before actual construction work can start on any building job, the con 
plexity of the legal problems frequently presented, the time which must be co: 
sumed in clearing title to property, preparing architect’s drawings, detailed 
specifications, etc. We are anxious not to discourage this type of operation, so 
that when controlled materials are available for new starts in the field of nor 
industrial construction it will be possible for new building projects to be put into 
actual work without appreciable delay. To accomplish this, the following steps 
will be taken: 

1. The use of foreign or salvage steel for new commercial projects will be pe: 
mitted on specific application to the NPA, where the applicant can demonstrat: 
that the project for which the steel will be used will not involve any substantia! 
amount of critical copper and aluminum. This policy of permitting recourse t: 
foreign or salvage steel will have to be handled on an individual case basis. 

2. While no general relaxation of the rules prohibiting unlimited nonindustria 
construction seems to be possible under the present supply and requirements 
condition outlined, in the near future NPA will announce that certain particuls 
and specially defined classes of nonindustrial construction which have a relatives 
high degree of essentiality or public necessity will be treated separately fro: 
general nonindustrial construction, and an allocation program of limited pro} 
tions will be inaugurated as soon as possible to get some of these essent 
projects under way, particularly in areas where the construction industry has 1 
other substantial base. 

3. We have a study under way designed to make possible a more precise pred 
tion of the time when the current defense and industrial projects now under 
will be substantially completed insofar as requirements of structural steel ar 
concerned. As a part of this study, DPA is also trying to predict a schedule « 
the increased military and atomic-energy construction for the remainder of the 
year. When this study has been completed, it should be possible to estimate the 
future availability of building materials for nonindustrial construction and set 
probable date for partial resumption of such activity. AS soon as this inforn 
tion becomes available, we will be able to establish procedures for the preliminar) 
approval of commercial construction projects designed to give ample time 
planning and preparatory work which will obviate delays in getting such projects 
started as materals become available. In granting such approvals, a high p! 
ority will be given to projects required to maintain the civilian economy, and 
particularly those located in areas which have been hardest hit by the ban o 
commercial construction. 

4. We have decided to adopt as a governing principle and policy that allot 
ments made for a construction project in any quarter, be it defense, industria 
or commercial, will be continued to completion; that the original allotment wi 
be made for the entire project and scheduled out by quarters, leaving some flex 
bility to change the amounts for subsequent quarters: that, except in event of 
drastic change in the international situation, we will follow through on this p< 
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so as to avoid the economic Waste and hardships that would otherwise occur in 
the halting of construction projects that are well under way in the physical sense 
yf actual erection of the building. 

In considering this and other features of the construction problem we have 
addressed considerable attention in recent weeks to certain points, not covered 
in this letter, made by the New York Building Trades Congress. I am attaching 
herewith a copy of a letter addressed today to the chairman of that organization 
because of your interest in the general problem. 

Iam also attaching a copy of a letter from me, dated January 19, 1952, dealing 
with the use of the Construction Industry Advisory Committee 

During the conference the question was raised as to the possibilities of increas 
ing the total supply of structural steel available from our industry. I am con- 
tinuing my inquiry in that field, and you can be assured that we will take full 
advantage of any possibilities that exist. 

It would be my hope that the steps referred to above will minimize the extent 
and duration of the special difficulties that affect people engaged in construction 
in New York and other areas where there is little defense construction. 

Sincerely yours, 
Henry H. Fow rer, Administrator 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, D. U., February 4, 1952. 

Administrator Henry H. Fowler, of the National Production Authority, United 
States Department of Commerce, has written a letter to the New York Building 
Congress, Inc., on the subject of the construction situation in New York City. 

Text of the letter is attached. 

DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, January 31, 1952 
Mr. C. GrorGre DANDROW, 
New York Building Congress, Inc., 
New York, N. Y. 

Dear Mr. DaNpRow: This letter is in reply to your letter to Mr. Manly Fleisch- 
mann enclosing a copy of the resolution on construction controls passed by the 
board of directors of the New York Building Congress, Inc., as well as to the oral 
and written presentation which was made to Mr. Fleischmann in New York on 
December 5, 1951. 

Since I became Administrator of the National Production Authority on Jan- 
uary 8 and since the resolution deals with the practices of that agency, it becomes 
incumbent upon me to reply. However, I have reviewed this letter with Mr 
Fleischmann, the Defense Production Administrator. It has his full concurrence 

My comments will be directed first to the charges made in the resolution passed 
by your board of directors. 


I. NPA HAS FAILED TO RECOGNIZE THAT CONSTRUCTION REQUIRES PRELIMINARY 
PLANNING, ETC. 


I do not consider this charge to be correct. It disregards the manner in which 
the controlled materials plan operates. Under the plan, allotments of materials 
for building construction are limited by the available supply of materials during 
any particular calendar quarter. The very great shortages in controlled mate- 
rials, particularly structural steel and copper, require NPA to limit the grant of 
allotments to those building projects which are essential to the national defense 
or are required in the public interest. Since we are obligated by reason of the 
scarcity of materials to limit construction in this way, except in those instances 
where hardship is claimed (as is permitted under sec. 18 of CMP Regulation No 
6 and sec. 8 of NPA Order M-4A), we are not able to consider preliminary plan 
ning as a criterion in determining whether an allotment should be granted. How- 
ever, the extent of preliminary planning, financial and other commitments, ete.. 
is sometimes made the basis for the granting of an adjustment or exception 
by NPA, 

The nature and extent of preliminary work and planning done by a prospective 
builder are always considered by the NPA Facilities Bureau in determining 
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whether or not an application for an allotment should or should not be granted 
or whether an adjustment or exception should or should not be granted. How- 
ever, it is my view that the nature and the extent of such preliminary planning 
cannot be permitted to override the test of essentiality, except in hardship cases, 
until such time as greater quantities of controlled materials become available 
for construction. 


Il. NPA REGULATIONS ARE EXPRESSED IN LANGUAGE WHICH IS OBSCURE 


I think there is some merit in this criticism and am now able to inform you 
that all of the construction orders are being rewritten at the present time. It is 
our intention to present, for the consideration of the Construction Industry Ad- 
visor¥ Committee, a package revision, which will be the consolidation of CMP 
Regulation No. 6, Direction 1 to CMP Regulation No. 6, and NPA Order M-4A, 
into a single document. Further, so far as is practicable, this revised regulation 
will eliminate the cross-referencing to other NPA orders and regulations, such 
as CMP Regulation No. 1, NPA Order M-41, and NPA Order M—48. For example, 
there will be included in this revised: regulation the table of controlled materials 
which is now incorporated in CMP Regulation No. 1. 

Further, in attempting to meet the many criticisms which have been directed 
against the construction orders, the legal staff is seeking to phrase the revised 
regulation in language as simple as possible. The first draft of this revision is 
now being reproduced and has been circulated to the members of the Construction 
Industry Advisory Committee, who are being invited to Washington on February 
11, 1952, so that we may receive their comments and suggestions with respect to it. 

In order to obviate any obscurities in the present orders, we have made avail- 
able to all of the NPA field offices and, in some instances through press releases, 
upward of 200 explanations applying the rules of the present construction orders 
to specific, factual situations of general interest. So long as questions of general 
interest are presented in connection with these orders, I have instructed our legal 
staff to continue making such explanations available. 


Ill. THERE ARE PROTRACTED DELAYS IN INFORMING PERSONS TO BE GOVERNED RY 
REGULATIONS 


[I do not know of any such delays. All NPA regulations become effective only 
by publication in the Federal Register, which has wide circulation and is the 
medium established by the Administrative Procedures Act to make such regula 
tions effective. In the case of the construction orders and regulations, simul 
taneously with publication in the Federal Register, the fullest publicity has been 
given to the issuance of orders, regulations, and amendments. Copies are avail 
able in all regional and district offices. In addition, members of the NPA 
Facilities Bureau and legal staff have made frequent trips throughout the coun- 
try to address meetings of contractors, architects, engineers, and other persons 
interested in the construction industry, in order to publicize and explain the 
nature and extent of the construction controls. 


IV. THERE ARE PROTRACTED DELAYS IN PROCESSING APPLICATIONS 


This charge does not seem to be justified. By reason of the nature of the 
controlled-materials-plan operation, it is the policy of the Facilities Bureau 
to hold all CMP-4C applications filed for a particular quarter until such time 
as it considers all the applications for a quarter have been received; and then to 
process all the applications, following the criteria of essentiality which have been 
established. Of necessity, because of the more complex nature of the applica 
tions received, applications filed with the Industrial Expansion Division have 
not been processed as quickly as those filed with the Construction Controls 
Division. However, experience gained since the inauguration of the controlled 
materials plan has enabled us to expedite action to a very great degree, and 
similar improvements should be anticipated in the future. 

I am satisfied that there have been no protracted delays in processing these 
applications. To be sure that none do occur, I have given instructions to the 
NPA Facilities Bureau to take all steps to see that applications are processed 
and allotments made in sufficient time so that orders can be placed within the 
various lead times required by controlled-materials producers. 
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ted Vv. THERE IS CONSTANT CHANGE IN BASIC METHODS OF CONTROI 

w- 

ing This charge is not correct. During all the time that NPA has been in existence, 

eS, there has been only one change in the basic method of construction controls 

ble Che original control was based on the dollar cost of construction. In August 
} trret 


1951, following a recommendation which had been made by the Construction 
Industry Advisory Committee in May 1951, the construction industries were 
placed under the controlled-materials plan. 


you |. NPA FAILS TO CONSULT WITH REPRESENTATIVES OF THE ADVISORY COM MITTEI 
t is ON A REALISTIC BASIS 
Ad 
MP | do not agree with this charge, although I recognize that there is considerable 
4A. room for improvement in the operation of industry advisory committees. For 
rion your information, and in reply to this item VI, 1 am attaching to this letter a 
uch copy Of a letter sent by me to Senator Herbert H. Lehman. This letter to Sena 
ple, tor Lehman outlines in detail the operations of the Construction Industry Ad 
ials visory Committee since its inception and my current instructions to NPA staff 
n full consultation well in advance of action. 
ted 
ised VII. NPA COMBINES TWO DIFFERENT PREDICATES OF CONTROL—END-USE CONTROL AN 
n is AUTHORIZATION OF SPECIFIC ALLOTMENTS; AND THIS IS BOTH CONFUSING AND 
tion UNWORKABLE 
as I do not agree with this charge. In effect, by this charge you are objecting 
oy e to the controlled materials plan ‘is it is applied to the construction industry 
Ses It is my view that operation Within the controlled mater als plan furnishes the 
ers best approach to the problem of scarcity of materials during the present emer 
eral gency. So long as the construction industry operates Within the controlled 
egul materials plan, and so long as materials it uses or requires continue to bye 
such critical supply, it will be necessary to limit the grant of allotments of 
controlled materials to those projects, the end-use of which is essential either 
= to the national defense or in the public interest. 
[ now wish to consider specific recommendations made by the Building 
( onzeTess, 
only 
the RECOMMENDATION I, THAT NPA CONSULT WITH REPRESENTATIVES OF THE CONSTRU( 
rula TION INDUSTRY BEFORE PROMULGATING REGULATIONS AND AMENDMENTS 
mul . , ; ; 
inom I fully concur in this recommendation, My letter to Senator Lehman, 
sail tached hereto, indicates the unlimited extent of that concurrence. 
TD 
a RECOM MENDATION II, THAT NPA AMEND ITS REGULATIONS SO THAT A BUILDING WHICH 
aii HAS BEEN COMMENCED MAY BE COMPLETED 
1 the So far as is practicable with the supply of critical supplies available for the 


construction industries, this recommendation will be carried out It is NPA 
policy to complete all buildings now under way before permitting new starts. 
Since the inception of the controlled-materials plan, except in very unusual 
circumstances, controlled materials have not been allotted for new starts in the 


le , . s . . 
f th field of nonindustrial construction. 


coe Allotments of controlled materials have been made to all those buildings 
: already under way, which were at least 20 percent completed at the time of the 
en to filing of the application. Allotments were not made to nonindustrial buildings 
» been ess than 20 percent completed by reason of the fact that there were not suf- 
plica ficient materials available. All the buildings presently under way, generally 
nave speaking, will be given priority over new starts, since it would seem to be eco- 
trols homically unwise to authorize the start of new buildings while partly finished 
os projects are unable to be completed, 
/. ale 

(ECOMMENDATION TIIl. THAT THE CONSTRUCTION ORDERS BE AMENDED TO INCLUDE 
ara HE MAKING OF FINANCIAL AND LEGAL COMMITMENTS AS A PART OF THE COM 
( ce 


MENCEMENT OF CONSTRUCTION 
Pressed 


in the I do not agree with this recommendation. I believe that the making of financial 
or legal commitments should be considered in processing applications, particularly 

when they are based on a claim of hardship. However, under the controlled 

terials plan, the restrictions contained in the construction orders limit the 


96315—52—pt. 2 25 
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right both to commence or to continue construction. Construction may not 
commenced or continued unless an allotment is granted, or unless the buil 
qualifies under the self-authorization procedures now specified in directior 
to CMP Regulation No.6. Under these circumstances, financial and legal comn 
ments do not seem to me to be significant in determining when construction w 
commenced. 


RECOMMENDATION IV. THAT FUTURE AMENDMENTS SHALL NOT AFFECT CONSTRUCT! 
ALREADY UNDER WAY 


In framing amendments or revisions to the construction orders, it is my 
tention, as far as practicable, to affect construction under way as little as possi! 
However, insofar as the criteria for granting allotments under the contro! 
materials plan is the test of essentiality, it may be necessary, in order to ass 
that the most essential projects are carried forward with the least possible de 
that construction under way will be affected to some degree by amendments wh 
may take place in the future. 


RECOMMENDATION V. THAT ALLOTMENTS SHOULD BE MADE FOR AN ENTIRE 
CONSTRUCTION PROJECT 


I concur completely in this recommendation, and wish to reiterate the pledg 
made to you in that regard by Mr. Fleischmann. In this regard, at the « 
ference with the congressional leaders on January 15, 1952, I made the follow 
statement: 

“We have decided to adopt as a governing principle and policy that allotme 
made for a construction project in any quarter, be it defense, industrial or c 
mercial, will be continued to completion; that the original allotment will be m 
for the entire project and scheduled out by quarters, leaving some flexibility 
change the amounts for subsequent quarters; that except in event of a drast 
change in the international! situation, we will follow threugh on this poli 
so as to avoid the economic waste and hardships that would otherwise occur 
the halting of construction projects that are well under way in the physical s« 
of actual erection of the building.” 


RECOMMENDATION VI. THAT NPA SHOULD THOROUGHLY INVESTIGATE THE POSSIBIL- 
ITIES OF INCREASING THE AVAILABLE AMOUNT OF CRITICAL MATERIALS TO BE USED 
IN CONSTRUCTION 


I coneur in this recommendation. As I stated on January 15, 1952, at the 
conference between representatives of NPA, DPA, and members of the New York 
delegation to Congress, I intend to make an early claim for allocation of con- 
trolled materials for new nonindustrial construction, particularly in large urban 
areas where there is no alternative construction of a defense character. I intend 
to make this claim as soon as the present defense, industrial and nonindustrial 
projects now under way have their requirements met, and, of course, provided 
that such step would not require the denial of alloactions to necessary military 
and atomic energy construction. 

I enclose herewith a copy of a letter which I have today written to met 
of the New York congressional delegation. I have set forth in that letter cert 
steps which NPA is to take, which I sincerely hope will tend to alleviate 
of the hardship suffered by the New York City area as a result of the adoy 
of the controls on construction. 

Both Mr. Fleischmann and I recognize the significance of the present: 
which you have made and the importance of the various problems which you 
presented. The construction industry is one of the major industries it 
United States and we intend to see that all possible steps are taken to as 
the minimum dislocation of this industry during the present emergency yx 
We regret very much that further steps cannot be taken, other than those out! 
above, because we are fully conscious of the unemployment problem which 
develop as a result of the construction orders which has been issued. I ass 
you that we will consider this problem in passing upon applications, but 
not believe that our current policies can be changed so long as the very cri! 
material situation exists, particularly with regard to structural steel. I k 
you agree with me that the accomplishment of our national mobilization g 
must be put first in the months ahead, despite the inevitable dislocation that 
involves for some portions of our ecenomy. You may be assured that 
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problems and those of the entire construction industry are receiving my most 
eareful consideration, as well as that of Mr. Fleischmann and Mr. Wilson, and 
that they will continue to do so. 
Very truly yours, 
Henry H. Fow ter, Administrator. 


Marcu 17, 1952 
Hon. HERBERT H. LEHMAN, 
United States Senate, Washington, D. C. 

DEAR SENATOR LEHMAN: You will recall my letter of January 351, 1952, deal- 
ing with the problem facing the construction industry, particularly in New York 
City, because of the necessary diversion of critical materials to construction of 
military and defense industrial projects outside New York City. 

You will also recall that in my letter there was set forth a suggested four-point 
program for dealing with the situation. 

In the intervening 5 weeks, action has been taken to carry out every step 
of the program set forth in my letter, together with certain other additional 
measures. I know that you and your New York colleagues have received some 
information concerning these actions but feel that it would be useful for you to 
have a specific recital and accounting, which will be the purport of this letter. 

It is my hope and belief that the steps which we have taken have minimized 
the extent and duration of the special difficulties that have affected the people 
engaged in construction in New York and other areas where there is little defense 
construction. I also wish to assure you that the carrying out of the program 
of remedial steps designed to reduce unemployment in the building industry 
in New York and in other areas similarly affected has been done in such a 
manner as to be wholly consistent with our primary responsibility for defense 
production and defense construction. In this connection, may I recall my pre- 
vious Statement.that “the NPA intends to make an early claim upon DPA for 
allocation of controlled materials for new nonindustrial construction, particu- 
larly in large urban areas where there is no alternative construction of a defense 
character. I intend to make this claim as soon as the projects, both industrial 
and nonindustrial, which are under construction, have their requirements met 
and, of course provided that such a step would not require the denial of alloca- 
tions to new necessary military and atomic energy construction.” 

What has been done to relieve the situation in New York and other similar 
areas has been within the framework of this policy. This required the most 
careful study of present and near future demands for heavy structural steel, 
copper and other critical materials involved in construction necessary t 
carry through to completion military and defense construction projects now 
under way and additional new starts on which the allocating agencies will 
be requested to provide materials for the remaining quarters of this year 
These studies and determinations have been a joint effort of the National 
Production Authority and the Defense Production Administration and have 
received the support and endorsement of Mr. Manly Fleischmann, the De 
fense Production Administrator, who was associated with the program 
forth in my letter. 

I shall summarize the action taken to fulfill the program submitted 
you earlier by listing the specific points in the program and reciting 
action taken. The material indented below are quotes from my earlier lett 

1. The use of foreign or saivage steel for new commercial projects will be 
permitted on specific application to the NPA, where the applicant can demon 
strate that the project for which the steel will be used will not involve any 
substantial amount of critical copper and aluminum. This policy of per 
mitting recourse to foreign or salvage steel will have to be handled on an 
individual case basis. 

This point has been executed in the revision of CMP Regulation No. 6 issued 
on March 6, 1952. (See art. 6.) Actually the regulation, as issued, goes fur 
ther than the step contemplated in my earlier letter, in that the builder may 
proceed without obtaining the approval of the NPA subject only to the conditior 
that the other controlled materials used in connection with the foreign and used 
teel will not exceed the quantities which may be obtained by self-authorization 

previous allotment. 


2. While no general relaxation of the rules prohibiting unlimited non 


industrial construction seems to be possible under the present supply and 
requirements condition outlined, in the near future NPA will announce that 
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certain particular and specially defined classes of nonindustrial construc 
tion which have a relatively high degree of essentiality or publie necessity 
Will be treated separately from general nonindustrial construction, and ai 
allocation program of limited proportions will be inaugurated as soon as 
possible to get some of these essential projects under way, particularly i! 
areas where the construction industry has no other substantial base. 

The point was executed by action announced by the National Production 
Authority on February 26, 1952. The action took the form of the approva 
of approximately 700 religious, municipal, institutional and community build 
ing projects all over the country, for immediate Commencement with allotment 
of materials for delivery in the third and fourth quarters of 1952 and the 
first quarter of 1953. This type of action was taken in line with the policy of 
issuing authorizations for immediate commencement of construction with allot 
ments of controlled materials starting in the second half of 1952 for selected 
categories of public welfare and community projects in order to allow sufficient 
time for the necessary planning and preparatory work. We attempted to provide 
immediately a basis for the essential preliminary architectural and engineer 
ing work, size preparation, excavation, pouring of footings and, finally, for the 
employment of men in the building trades in the preliminary phase of con 
struction. In addition to granting authorizations, the materials were allotted 
for these projects effective in the third quarter, and also in subsequent quar 
ters where needed to carry each project to completion. 

Of these new projects so approved, there were 38 located in the New York 
metropolitan area, embracing New York City and northern New Jersey, which 
are closely related to the public interest. These include churches, fire sta 
tions, museums and other community structures. I am informed that the esti- 
inated cost of these projects is in excess of $11,000,000. 

3. We have a study under way designed to make possible a more precise 
prediction of the time when the current defense and industrial projects now 
under way will be substantially completed insofar as requirements of 
structural steel are concerned, As a part of this study, DPA is also trying 
to predict a schedule of the increased military and atomic energy con 
struction for the remainder of the year. When this study has been com 
pleted, it should be possible to estimate the future availability of building 
materials for nonindustrial construction and set a probable date for partial 
resumption of such activity. As soon as this information becomes avail 
able, we will be able to establish procedures for the preliminary approval of 
commercial construction projects designed to give ample time for planning 
and preparatory work which will obviate delays in getting such projects 
started as materials become available. In granting such approvals, a high 
priority will be given to projects required to maintain the civilian economy, 
and particularly those located in areas which have been hardest hit by the 
ban on commercial construction. 

The studies necessary to arrive at a position where this point in the program 
could be executed required some time as it was necessary to estimate the future 
needs of military and defense construction for the remainder of the year. How 
ever, On March 7, the National Production Authority announced the approv: 
of new starts for 105 new commercial building projects with an estimated cost 
of $53,675,435, in six so-called hardship areas in the United States, including 
the New York metropolitan area. There were 35 such new starts approved in th 
New York metropolitan area, with a total estimated construction cost of more than 
$18,000,000, including food markets, warehouses, office buildings, banks, and other 
commercial structures. This action was taken specifically to help alleviate thi 
situation in areas hard hit by lack of defense expansion construction and the 
slack in ordinary construction brought about by the restrictions on building 
made necessary by the impact of military demand on scarce material. 

t. We have decided to adopt as a governing principle and policy that allot 
ments made for a construction project in any quarter, be it defense, indus 
trial, or commercial, will be continued to completion; that the original allot 
ment will be made for the entire project and scheduled out by quarters, lea 
ing some flexibility to change the amounts for subsequent quarters; that 
except in event of a drastic change in the international situation, we will 
follow through on this policy, so as to avoid the economic waste and hard 
ships that would otherwise occur in the halting of construction projects 
that are well under way in the physical sense of actual erection of the 
building. 
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The point has been executed by the allotments NPA has been enabled to make 
in the second quarter which have permitted the continuation of construction on 
all projects partially constructed. Allotments previously made by NPA for the 
fourth quarter of 1951 and the first quarter of 1952 made provision only for the 
continuation of the construction of buildings which were 20 percent or more com 
pleted. In the second quarter, we have allotted materials for all projects under 
way, including commercial building projects as well as certain defense plants 
which had to be deferred for allotment purposes due to the stringency of ma 
terials in the previous quarters, with the percentage of completion ranging from 
1 to 20 percent. This action permitted the continuation of construction in the 
New York region of some 25 projects with an estimated cost in excess of $38,000 
000. These projects included, in New York City, several large office buildings 
such as the Uris Building and the 260 Madison Avenue Corp. Building which 
had been held up for lack of materials. 

There is attached for your convenience in duplicate a list of 25 projects which 
had been less than 20 percent completed and which were recently authorized 
to proceed to completion, and also a list of 73 new projects which 


have recently 


been authorized. Each list embraces both community type and 


i 
i 
} 
i 


rit mhimercial 
construction, and all are located in the New York City area. 7 
are referred to in the discussion of points 2,3, and 4, above 

In addition to these actions, which were the subject of the specific program 
outlined in my letter of January 31, the NPA has taken certain other action 
which will materially assist in solving the unemployment problem in the New 
York building trades. In the revision of CMP Regulation 6 and the new hous- 
ing order, NPA M LOO, which were issued on March 6, the fo lowil g | nportant 
changes have been made in addition to the one on foreign steel noted above: 

(a) The self-authorization right for certain types of construction, including 
commercial construction, has been raised from 2 tons of carbon steel per project 
per quarter to 5 tons of carbon steel, of which 2 tons may be structural steel 
but not wide-flange shapes. 

(b) The self-authorization for public highway construction has been raised 
from 2 tons of steel per project per quarter to 25 tons of carbon steel, of which 
2'4 tons may be structural. 

(c) The housing order authorizes additional quantities of 
B pipe is required by ordinance for underground service 
tional quantities of copper for wiring may be used where 
heated by electricity 


lese proje cts 


¢ 
{ 


The program outlined above has been based in substanti a 
recognition of the extent to which preliminary planning must be un 
before actual Construction work can start on any building job. That 
we are undertaking to complete not only the projects underway but 
the projects already tiled from the New York area and, presumably, 
of engineering readiness, to provide construction activity in that area 

Now it is timely for the construction industry and related interests in Ne 
York to recognize the same principle, which I am sure they do, and encourage 
the commencement of advance planning for new additional projects on which 
applications have not yet been filed, so that there will be no lag between the 
initiation of construction and the availability of materials. We are anxious 
hot only to avoid discouraging this type of advance planning but to encourage 
it affirmatively, so that when the controlled materials are available for add 
tional new starts in the field of nonindustrial construction, it will be possible 
for new building projects to be put into actual work without appreciable delay 

Of course, I realize that those interested in construction would like positive 
Statements and assurances that any such projects which become the subject of 
application to the NPA will be acted upon promptly and favorably. That as 
surance cannot be given in any such positive way as to constil » mit 
ment. However, I should like to make several comments about t 
requirements situation, which should be encouraging in this connection 

Military requirements for structural steel and other critical construction ma- 
terials, according to present plans, are not expected to be substant ; 
cess of the levels for which they were provided in the second qu 
important, however, particularly in the case of structural stee 
the fact that toward the end of this year a major portion of the 
trial expansion program will have progressed well toward co1 
releasing supplies of controlled materials for purposes whicl 
in the past. Te be sure, the Defense Production Administ: 
review this availability from the standpoint of the needs of 
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in addition to the industrial and commercial claims represented by the NPA. I 
refer to schools and hospitals for which the claimant is the Federal Security 
Ageney, and public roads for which the Bureau of Public Roads is the claimant. 

Nonetheless, we feel that there will be quantities of these materials available 
in late 1952 and early 1953 for nonindustrial construction projects in addition 
to those already authorized, for which allotments could not be made in the period 
just past. In processing nonindustrial applications, consideration and special 
attention will be given to areas such as the New York metropolitan area where 
significant unemployment might be involved as well as to the relative essentiality 
of various types of projects from the civilian point of view. 

Realizing that there is a long lead time between the moment jobs are planned 
and the time when controlled materials are required, and consequently, the need 
for advance planning, we urge those interested in new projects to carry through 
the necessary steps leading to the filing of an application so that we can, to the 
degree possible, grant advance authority to proceed with an assurance of future 
material allotments. This approach should result in the continuation of con 
struction activities which now can be resumed quickly in the light of the action 
taken and summarized above. 

In this connection, I enclose a copy of the statement issued today by Mr, 
Manly Fleischmann, DPA Administrator, emphasizing the foregoing position. 

In closing, I should like to add that in the preparation of CMP Regulation 6 
and NPA M-100, the housing order, there has been full and careful consultation 
with the Construction Industry Advisory Committee. I mention this because it 
was also the subject of-a commitment on my part at the time of our previous 
meeting. 

If you think it would be useful, I shall be glad to meet with you and your 
colleagues and representatives of the New York Building Congress at any time 
to discuss the present situation to the end that we can coordinate our various 
activities so that the construction situation in New York City can be restored 
to a fully healthy condition insofar as possible during the current mobilization 
period. Action on our part must, of course, be wholly consistent with our pri- 
mary responsibility to give full priority to demonstrable military and defense 
requirements. 

Sincerely yours, 
Henry H. Fowter, Administrator. 


{News release, Monday, March 17, 1952] 
DEFENSE PRODUCTION ADMINISTRATION 
CONSTRUCTION ALLOTMENT PoLicy 


The Defense Production Administration announced today that a substantial 
quantity of controlled materials will be made available for new starts in the 
field of industrial and commercial construction in the third and fourth quarters 
of 1952. 

In making the announcement Manly Fleischmann, Administrator of the DPA, 
stated: 

“DPA has just completed a study of the material requirements of the mili- 
tary and industrial expansion programs for the balance of the year. It appears 
that the heavy requirements of the industrial expansion program will reach 
a peak in the second quarter of this year and will thereafter decline. Accord- 
ingly, there will be more materials, particularly structural steel, available in 
the third and fourth quarters for less essential industrial projects, commercial 
buildings such as office buildings, stores, etec., and for public works construction, 
including highways, schools and hospitals. 

“Because of the long time required for the planning and engineering of con- 
struction projects, we are making the announcement of the availability of ma- 
terials at the present time, even though the exact amounts available cannot be 
precisely stated. I hope that individuals and companies interested in the con 
struction of projects will now begin active planning work on such projects and 
file CMP applications for materials for the third and fourth quarters. A sub- 
stantial number of new starts will be authorized for the third quarter, and ma- 
terials will be allocated for that quarter. Permits to commence construction 
will be granted for an additional number of projects, and if materials are not 
available for the third quarter, advance allotments for the fourth quarter will 
be granted at the present time so as to permit complete assurance that the 
project can be carried on. 
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“In the event that materials cannot be made available for all applications for 
materials in the third quarter, preference will be given to projects in particular 
areas Which have been especially hard hit by the lack of defense construction and 
the curtailment of ordinary peacetime construction. Recent actions of the 
Government in approving allotment of materials for several hundred religious, 
municipal, and Community projects and for the completion of more than 100 
commercial construction projects have done much to alleviate unemployment in 
the building trades in the distressed areas. The proposed action will be a further 
and substantial step in the same direction. 

“It is my belief that by the fourth quarter of this year we will be able to 
resume something close to normal rates of construction in the commercial 
field but, because copper is likely to replace structural steel as the principal 
limiting factor on new construction, we are urging builders and architects to 
continue Maximum conservation of that material, and we will naturally have 
to give preferential consideration to projects which use a minimum of scarce 
materials.” 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, March 17, 19852. 
The New YorK BUILDING CONGRESS, INC. 
New York 17, N. Y. 
(Attention Mr. J. Francis Hayden, ) 

GENTLEMEN : This is in reply to your letter of February 20, 1952, concerning the 
construction situation in the New York metropolitan area. 

In reviewing the steps which we have taken to assist the New York construc- 
tion industry let me commence by reviewing the projects in the New York metro- 
politan area which, as of this date, have received approval and allotment of ma- 
terials: 

1. We have made allotments of materials to 25 projects, with an estimated 
total cost of construction in excess of $38,000,000, where construction has al- 
ready commenced and whose percentages of completion range from 1 to 20 
percent. The allotments previously made by National Production Authority for 
the fourth quarter of 1951 and the first quarter of 1952 were able to provide only 
for the continuation of construction of buildings which were 20 percent or more 
complete. 

2. We have within the last few days approved 38 new projects in the metro- 
politan New York area with a total estimated cost of construction in excess of 
$11,000,000, including churches, community buildings, fire stations, museums 
and other structures materially in the public interest. 

3. The metropolitan New York area recently has been declared a critical ares 
due to unemployment in the building trades. In this connection we have ap- 
proved 35 new commercial starts with a total estimated cost of construction in 
excess of $18,000,000 in the metropolitan area. 

4. In the second quarter of 1952 regular allotments were made to continue 
19 commercial projects in the metropolitan New York area which were over 20 
percent complete. The total estimated cost of construction of these projects is in 
excess of $105,000,000. 

In summary, we have approved, so far as we know, all applications for con- 
struction which we have received to date from the metropolitan New York area. 
This action represents allocation to projects in the area whose total estimated 
cost of construction is in excess of $174,000,000. 

The above-mentioned projects are, of course, in addition to other construction 
such as schools and highway projects, which have been authorized by other Gov- 
ernment agencies in the New York area. 

We are enclosing a list of the projects which recently have been authorized 
and which are described above so that you may be aware of the specific action 
taken by National Production Authority to support the construction industry 
in metropolitan New York. 

Further benefits and relief for the metropolitan New York area apart from 
industrial projects which require Government approval and allotment, are of- 
fered in the recent revision of CMP Regulation 6 and in the enactment of the 
new housing order NPA M-—100, both of which were issued on March 6, 1952. 
This revised regulation and new housing order simplify and clarify the rules 
applicable to construction, and important changes have been made which should 
tend to ease substantially limitations on small construction projects. 
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(a) The self-authorization right for certain types of construction, including: 
commercial construction, has been raised from 2 tons of carbon steel per project 
per quarter to 5 tons of carbon steel, of which 2 tons may be structural steel but 
not wide-flange shapes. 

(b) The self-authorization for public highway construction has been raise; 
from 2 tons of carbon steel per project per quarter to 25 tons of carbon steel, o: 
which 2% tons may be structural. 

(c) The revised regulation authorizes the unrestricted use of foreign and used 
steel for construction, subject only to the condition that other controlled ma 
terials used in connection with the foreign and used steel will not exceed the 
quantities which may be obtained by self-authorization, This foreign and use 
steel is in addition to the quantities of steel required by allotment or self 
authorization. 

(d@) The housing order authorizes additional quantities of copper if type K o 
B pipe is required by ordinance for underground service. Furthermore, add 
tional quantities of copper for wiring may be used where the bouse is to be 
heated by electricity. 

I am attaching to this letter a press release of a statement made today by Mi 
Manly Fleischmann, Administrator, Defense Production Administration. — It 
should be noted that Mr. Fleischmann states there will be more materials 
available in the third and fourth quarters for less essential industrial projects 
such as office buildings and stores. This will make it possible to give approva 
and to make allotment of materials to a substantial number of new starts 
nonindustrial projects for the third and fourth quarters, and Mr. Fleischmann 
encourages those interested in construction projects to begin active planning and 
to submit applications for materials for these quarters. Mr. Fleischmann also 
States that in the event adequate materials are not available to approve al 
applications for new construction in the nonindustrial field, preference will be 
given to areas such as the New York metropolitan area which have been pa 
ticularly affected by a lack of defense industrial construction. 

The members of the Building Congress are urged to encourage commencement 
of advance planning of new large projects so that no lag in this type of con 
struction will be caused by the long lead time required before the actual ere 
tion can begin. Furthermore, the New York Building Congress and its members 
ean be of great assistance in meeting any remaining construction employment 
problems in the New York area by promoting the construction of the smaller 
type of projects which can be brought to completion with materials procured by 
self-authorization. 

In connection with the above, I would like to quote from a letter which T hav 
written to members of the New York delegation: “Realizing that there is a long 
lead time between the moment jobs are planned and the time when controlle 
materials are required and consequently, the need for advance planning, we urge 
those interested in new projects to carry through the necessary steps leading 
to the filing of an application so that we can, to the degree possible, grant a 
vance authority to proceed with an assurance of future material allotments 
This approach should result in the continuation of construction activities whicl 
now can be resumed quickly in the light of the action taken and summarize: 
above.” 

In closing I want you to understand that we shall continue to welcome co 
structive comments and recommendations from those familiar with the prob 
lems of the construction industry and that these comments will receive prom)! 
and careful consideration. Let me assure you again of our continuing interest 
in the special problems facing the construction industry in the New York metro 
politan area. 

Sincerely yours, 
Henry H. Fowier, Administrato 
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Community and commercial projects approved—Nevw York area 


UNDER CONSTRUCTION—25 PROJECTS 


Name of applicant and | 


Redeemer, Evangelical Lutheran Church, 
Department of Institutions, Clinton, N. 
Synagog of Nassau City, Rockville C 
Madison Ave., 36th St. Corp., New 
Gustave M. Berne, Far Rockaway, 

RK. E. Maynder, Inc., White Pla 

0) Madison Ave. Corp., New ¥ 

Uris Bldg. Inc., New York, N. ¥ 
Martin T. Loftus, Newark, N. J 

jewish Community Center, Bay 
William Zuckerman, Jersey City 
Roman Catholie Diocese of New 
Brownsville Boys Club, Brook 

Madison Jewish Center, Broo 


Queecl 


um 


‘ott Metro Real 


ch of the 
Ror ithe hurc! 
lewood Park Baptist Chur¢ 


services Admit 


k Orthode 
d Congregat 
homas Church, New 
il Conference of Ch 
werman Fire District, Ea atch 
lage of Freeport, Freeport, N.Y 
vepartment of Public Works, Bronx, 
Vhitney Museum of Art, New Yor] 
um of Modern Art, New Yor 
In Park Jewish Center, Yonkers, } 
ind YW Hebrew Assoc ! 
tchester Jewish Center, narones 
mont Ave. Church, Larchmont, N 
ch-in-the-Garden, Forest Hills Gar 
Catholic Church of the Holy 
Catholie Church of St. Vin 


Y 


Properties, Inc., Yonkers, 
nklin Stores Corp., New York, 
& Knapp, Inc., New York, 
ph E. Gilbert, Inc., New York, N. Y 
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Community and commercial projects approved—New York area—Continued 


NEW—73 PROJECTS—Continued 


» . . ‘ } . Estimat 
Name of applicant and location of project Description oes 


Safeway Stores, Inc., Bronx, N. Y--.-_--- nibiceeseie ..| Food store 

Do ass peat dabbe Lebtsaaethos - 4 -.do_. 

Sc todas : ee Lae sede oanieatis ..--do 

Do 

Do so - a sivasglene Sahel ee 
Arthur Felber, New York, N. Y Commercial building-- 
New York Wetpruf Corp., New Y ork, N. Y ; Manufacture building 
210 East 37th Corp., New York, N. Y ; : Office building 
Goldjohn Realty Corp., Brooklyn, N. Y-.- : Replace steam line 
Perry E. Moore, Hackensack, N. J +s Auto-service station 
Elizabeth Bach, Long Island, N. Y_-.......-- Store building 
401 5th Ave., Inc., New York, an x Store and office building 
County of Essex, Newark, N. Courthouse 
Milton, Harold & Norman P. sina Newark, N. Warehouse 
Rogers- E bert Co., Orange, N. J Supply building 
Diamond Alkali Co., Jersey ¢ ‘ity, N.J Warehouse 
Luciano Acebes, Long Island, N. Y do 
Brooklyn Steel Warehouse Co., Brooklyn, N. Y__.. do 
Staten Island Edicon Corp., Staten Island, N. Y Storage building 
New York Telephone Co., Jamaica, N. Y- Personnel and equipment 

building. 

Holmes-Electric Protective Co., New York, N. Y Central office 
Broadway Junior Corp., Bronx, N. Y Bank and stores 
Frank A. Zunino & — M. Zunino, New York, N. Y Parking garage 
R. D. S. Realty Co., Inc., Brooklyn, N = Garage alterations 
165 Broadway Bldg., Inc., New York, N. Y Bank alterations 
Bowery Savings Bank, New York, N. Y-.- Bank 
Hampton Corp., Newark, N. J Office building 
Department of Public Works, New York, N. Y-. Elevators, office building 
111 John St. Corp., New York, N. Y Office building - 


Total. 


RECAPITULATION 
Under construction, 25 projects 
New, 73 projects 


Total, 98 projects 


STATEMENT OF FRANCIS HAYDEN, CHAIRMAN, NEW YORK 
BUILDING CONGRESS, INC. 


Mr. Haypen. Gentlemen, we appear here in connection with amend 
ments which were suggested by us, and offered by Senator Lehma: 
and Senator Ives. 

Senator Capenartr. These were offered recently. 

Mr. Haypen. Quite recently. They were offered March 5, as pr 
posed amendments to any extention of the Defense Production Act. 

We proposed these amendments as a result of a long study of th: 
serious problem which resulted in the construction industry, particu 
larly in large urban centers. 

We are concerned not only with the situation which developed 
Greater New York, but the problem that we have was common to 
Washington, D. C., Boston, Portland, Seattle, Los Angeles, and Sai 
Francisco. 

In substance, we found that when control was exercised over build 
ing construction, NPA used rules and regulations of rather complex 
form covering the industry across the board, throughout the country, 
and that there was no attempt in the beginning to give any considera. 
tion to the py irities of the industry. in a plac e like New York, 0! 
Los Angeles, or to the fact that those areas were nondefense are® 
and that there was nothing to take up the slack. 
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The result was, we think, that an unintentional cut-back—at least 
in our case at New York, of about 90 percent, was made. 

Recently, there has been quite an effort, helped considerably by the 
interests of Senators Lehman and Ives, in discussions with NPA offi- 
cials to do something in a practical way in their administration of the 
act, to try to correct this situation, with the result that now for the 
first time, in the last few months, we have begun to see attention being 
given to correcting the situation. 

The CuarrmMan. Now let me ask this. I am not as familiar with 
New York as I should be, I regret, and the other communities that you 
spoke of. Has there been any lessening of restrictions recently by the 
National Production Authority and the Housing and Home Finance 
Agencies, in the cities that you mention? There has been some re- 
laxation, I read in the paper here in Washington, for instance. 

Mr. Haypen. The situation that existed in Washington was appar- 
ently the same in New York, and more so, because of a larger area with 
a larger industry involved. 

The Cuamman. Senators Lehman and Ives have spoken to me about 
the tremendous unemployment. 

Mr. Haypen. That situation has continued and it still exists, which 
is the reason we went forward to suggest these amendments. 

Now there is an attempt by NPA as a result of discussions we have 
had—one of them as recently as this morning—to permit construction 
generally to go ahead in these areas which have been designated as 
critical areas, because of the unemployment that has developed, due to 
the effect of the restrictions on these particular neighborhoods. It 
now seems to us that we would like to bring this situation to your at- 
tention and say to you that the thing is beginning to work out well 
enough that we do not feel we should press these amendments at this 
time. We do not intend to suggest that we have been putting forward 
an amendment with the thought of agreeing to any extension of con- 
trols. That is a problem we did not go into. It is all set out in our 
statement. 

The CHarrRMAN. Senator, do you think something in the report 
would be sufficient ? 

Senator Ives. I think Mr. Hayden was going to suggest something 
of that type before he concluded his statement. I think that is what 
we all have in mind, that the report contain what we have in mind in 
these amendments. 

Mr. Hayven. It is a question mainly of intent as to how the act is 
carried out. 

If in the administration of the act affirmative steps are taken by the 
agency so that the problem is corrected as far as it can be then nobody 

can have any objection. 

We think that the amendments spell out an intent that this com- 
mittee originally had, that Congress had in passing this act, and if the 
agency is going along to take care of the problem now, then we would 
say that we would not press the amendments and ask that some state- 
ment be made if possible in your report that would indicate that this 
is the intention, as far as this particular problem is concerned. We can 
later on take up any particular problems that might later develop. 

We did not intend in any way to seek any preferenc e above anybody 
else. We did not intend to suggest that there be any interference with 
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the defense program. All we were looking for was that some atten 
tion be paid to setting up a share of what was remaining for civiliar 
use, of any critical materials, so that in an area where there is a large 
population with a large construction industry, some attention would be 
given to it so that there would be work to take up the slack when they 
could not rely on any defense work. 

Senator Ives. Mr. Chairman, I think Mr. Hayden has with him a 
number of other gentlemen he would like to call on for comment. 

Mr. Haypen. We have Mr. Skidmore, the president of the building 
congress, whose people are seriously affected by this situation. Arch 
tects are the first ones in the line, after the builder decides to go ahead 
with the proje ct. 


STATEMENT OF LOUIS SKIDMORE, PRESIDENT, NEW YORK 
BUILDING CONGRESS, INC. 


Mr. Skipmore. The architects have been warned that unless plans 
and specifications are prepared we are heading for trouble. As a 
result of the regulations, plans and specifications have not been pre- 
pared so there will still be another lag before we can get construction 
back on its feet in large, metropolitan areas. 

Mr. Haypen. General Nelson, vice president of New York Life In 
surance Co., who is interested in financing a lot of projects in large 
urban areas might say something. 


STATEMENT OF OTTO NELSON, VICE PRESIDENT, NEW YORK 
BUILDING CONGRESS, INC. 


Mr. Netson. The point I would like to call attention to is the fact 
that I do not think the construction industry would wish to interfere 
in the slightest with the needed emphasis on defense. I think also we 
would say that a great many of the people in NPA and DPA have 
tried as be ‘st the AY coul l. 

I do think, however, that the construction industry has these peculi 
arities: Either you te I the construction indus stry that a building can 
be built, or you cannot build it, but once you start planning it vou 
camnot proceed on the basis of quarterly allocations because no owner 
can possibly go into a program where you get an allocation of material 
for one quarter and it takes youa year and a half to build the buik ling. 
Either you get it all, or you do not start. I think the peculiarities of 
the construction indust ry ~eed to be recognized. 

The other point is that it seems to me it is fair to try to obtain 
equality of sacrifice, as between both industries and regions. I am 
sure the construction industry is willing to be cut back as much as 
any other industries, but where you have a system of administrative 
rules that work quarterly, in effect what you did was to cut the con 
struction industry back in New York City, back 90 to 95 percent 
while you were cutting back some other industries only 30 to 35 
percent. 

I think what steps have been taken by NPA and DPA will now 
correct that but I believe it would be very helpful if the committee 
would, in expressing their intent upon legislation, at least indicate that 
it is their idea that there be equality of sacrifice in terms of both in 
dustry and geographical regions. 
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The CuarkMan,. Senator Ives, are there any questions you want to 
ask ¢ 

Senator Ives. [ have no questions at all, Mr. Chairman. 

Mr. Haypen. Senator, we have here Mr. Hanson of the Carpenters 
Union. 


STATEMENT OF CHARLES W. HANSON, REPRESENTING THE 
CARPENTERS UNION, NEW YORK CITY 


Mr. Hanson. Mr. Chairman and members of the committee, I 
want to leave this thought with you, that the building trades workers 
in the city of New York have suffered au creat deal in the past 6 or S 
months due to unemployment. 

We have thousands and thousands of these mechanics walking the 
streets with nothing to support their families and in numerous cases 
losing their homes because they were unable to raise the money to pay 
the interest on the money and their taxes, . 

I may say, and I am happy to make this statement, that through 
our meetings with Senator Lehman and Senator Ives, we have re 
ceived a great deal of satisfaction. We have knocked at their doors 
and they have made contacts with the different agencies. 

The CHairRMan. And they contacted me also. If there is any way 
TI can help them with their problem, they know I will. They can 
doubtless do more than I can. 

Mr. Hanson. There is no question but in the near future there will 
be a great deal of work released to the city of New York through the 
release of these materials like structural steel, copper, bronze, bath 
room fixtures, and other essential material for building construction. 

There is one thing we must bear in mind and thet is that a con- 
struction worker, whether he is a carpenter, a plumber, a plasterer, 
a glazier, or a sheet metal worker, usually follows his trade and he 
naturally does not drift into other lines of business. 

[ am very pleased to take part in the discussions here this evening. 
1 was very pleased with the entertainment, Senator, that you gave 
here this afternoon. 

The CnairmMan. I have been entertained by the AFL too. 

Mr. Hanson. I would like to say that our meetings and our trips to 
Washington have hot been to no avail, They have brought a great 
deal of fruit to the working people that we represent in the city and 
in the State of New York. 

Mr. HAYDEN. There were sole other trade re pres ntatives. 


STATEMENT OF WILLIAM KNICE, BUSINESS REPRESENTATIVE, 
SHEET METAL WORKERS, NEW YORK CITY 


Mr. INICE. There Is ho question about it. We have been in this 
thing from the last emergency, where we have been affected since 
the end of the last war in 1944. There is no question about it that as 
of a year ago in February we could foresee what was going to happen 
11) the city of New York on the cut-backs of steel. 

I represent a trade that uses sheet steel, copper, aluminum and 
stainless steel. air-conditioning, ventilation. roofing, and kitchen 
equipment. 
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We could foresee this and up to now I want to thank publicly Sena- 
tor Ives, and Senator Lehman, for their cooperation in helping us. 

Up to now I can say there is unemployment going on. Of course, 
we have not been getting the allotment of steel. 

Our contractors, in the last 2 weeks on work that has been in prog 
ress, has had to stop because of the allotment of steel being stopped 
going into these shops and it is tremendous, the unemployment. 

I represent an organization of 3,000 members. In the past month 
in one shop alone on the average of 15 to 20 men a week are laid off on 
account of net allotment of steel. 

The Chairman. We thank you for your testimony. 


STATEMENT OF SAMUEL KAPLAN, REPRESENTING GLAZERS’ LOCAL 
OF PAINTERS’ UNION, NEW YORK CITY 


Mr. Kapian. There is no use repeating what the different gentlemen 
have stated here. I believe that Senator Ives and Senator Lehman 
have made the very same statements that have been made here by 
Charles Hanson and William Knice, but I want to say this, that we 
are fully in accord with the request of Mr. Hayden in regard to this 
amendment that was proposed here, that we set aside, that is to point 
out labor’s point of view that there is no objection on our part to their 
request. 

Mr. Hayven. In conclusion, we will appreciate anything this com- 
mittee can do to clarify it. 

The Cuamman. I think it would be very well to put something in 
the report to substantiate the fact that you have had an understanding 
with Mr. Fleischmann and others through your Senators Ives and 
Lehman. 

Senator Ives. Thank you, Mr. Chairman, for having this late 
appearance. 

The Cuatrman. The hearing will recess until 10: 30 in the morning. 

(Whereupon, at 5: 45, the committee recessed, to reconvene at 10: 30 
a. m., Thursday, March 20, 1952.) 
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THURSDAY, MARCH 20, 1952 


Unirep Sratres SENATE, 
COMMITTER ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:30 a.m. in room 301, 
Senate Office Building, Senator J. Allen Frear, Jr., presiding. 

President: Senators Sparkman, Frear, Capehart, and Ives. 

\lso present : Senator Dworshak and Congressmen Bailey and An- 
dresen. 

Senator Frear. The committee will come to order. 

The first to appear this morning is Congressman Cleveland M. 
Bailey of West Virginia. 

Congressman, we will be glad to have you this morning, and I am 
sure we will be interested in your test imony. 


STATEMENT OF CLEVELAND M. BAILEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Batter. It is a pleasure, Mr. Chairman. 

Mr. Chairman and gentlemen of the committee, for the purpose of 
the record 1 am Congressman Cleveland M. Bailey of the Third West 
Virginia District. 

My primary purpose in making this appearance is to plead with this 
committee to consider favorably an amendment to the 1951 Defense 
Production Act which the Congress has been requested to extend for 
an additional period of 1 year. 

The Capehart amendment, introduced by one of the distinguished 
members of this committee, copies of which are available, is in the 
nature of this amendment to section 101 of the Defense Production 
Act and adds a new subsection to be known as subsection (b). 

At this point, Mr. Chairman, I desire to have this proposed amend- 
ment included in the record. 

Senator Frear. It willl be, Congressman. 

(The proposed amendment referred to follows :) 


[S. 2791, 82d Cong., 2d sess.] 


A BILL To establish quotas on the importation of certain articles and products containing 
raw materials with respect to which priorities have been established, or allocations made, 
under the Defense Production Act of 1951 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 101 of the Defense Production 
Act of 1951 is amended by inserting “(a)” immediately following “Sec. 101,” 
and by adding at the end thereof the following new subsection : 

“(b) Whenever priorities are established or allocations made under section 
(e) with respect to any raw material, and such priorities or allocations operate 
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to limit the production of articles or products produced in the United States, 
the President shall by proclamation limit the importation, during the perio 
such priorities or allocations are in effect, of any article or product in the 
manufacture or production of which such raw material is used to 50 per centum 
of the average annual imports of such article or product during the calendar 
years 1947 through 1949: Provided, That the Tariff Commission has reported to 
the President that a substantial portion of the American producers of such 
article or product, or an article or product competitive therewith, has requested 
such limitation on imports: Provided further, That the Secretary of Defense ha: 
not certified to the President that the American production of such article ot 
product is insufficient to supply the essential defense needs therefor. Under 
the application of any substantial American producer, the Tariff Commission 
shall publish the fact of having received such application, shall hold a public 
hearing thereon, and shall report the facts to the President within sixty days 
of the receipt of such application. Such report to the President shall include 
the article or product on which the import limitation has been requested, whether 
it contains any raw material which is under priority or allocation control, whether 
a substantial portion of the American producers thereof have requested the 
above-specified import limitation, the maximum quantity of imports which would 
comply with said import limitation and such other facts as the Tariff Com 
mission deems appropriate. A copy of said report to the President shall be sub 
mitted to the Secretary of Defense. If said report of the Tariff Commission 
indicates that the above-specified conditions have been met by the applicant 
and the Secretary of Defense has not certified to the President that the Ameri 
can production of such articles or product is not sufficient to meet the essential 
defense needs, the President shall proclaim such import limitation within 
thirty days of his receipt of the report from the Tariff Commission. If the 
Secretary of Defense has certified that the American production of such article 
or product is insufficient to meet the essential defense needs therefor, the Presi 
dent shall, by proclamation, limit the imports of such articles or products to 
such quantity as the Secretary of Defense certifies as necessary, in excess of 
American production, to meet the essential defense needs. All reports of the 
Tariff Commission and all certifications of the Secretary of Defense made here 
under shall be made public at the time of their issuance. 

Mr. Baitey. May I suggest to the committee that the amendment, 
as introduced, needs to be clarified in at least two places. On page 1, 
line 3, “that section 101 of the Defense Production Act of 1950, as 
amended, is amended by inserting (a) immediately following section 
101 and by adding at the end thereof the following new subsection :” 
"1251" should be stricken out and “1950, as amended” or “is amended? 
“is further amended.” 


Ol 

At the bottom of the same page, whenever priorities are established 
or made under subsection—that should be “(a)” and not *(e).” 

Senator Frear. There are no other changes in that measure / 

Mr. Baitey. There are no other changes. 

The adoption of this proposed amendment would materially relieve 
the hazard that now threatens Wad domestic producers in the State 
of West Virginia and I am sure that the same threat of injury exists 
to domestic producers in all of the other States, 

This proposal merely sets up machinery whereby a domestic indus 
try, when needed, can protect and maintain its relative competitive 
position with imports, while the domestic production of the article is 
being limited by NPA allocations of critical materials. 

There is nothing in the proposal to restrict imports in such a way 
as to change or improve the competitive position ot the domestic pro 
ducers. Actually it favors importers. 

There is nothing in the amendment that would in any way limit 
the imports of any raw material or the imports of any product or 
ticle made therefrom which the Secretary of Defense certifies is 
essential to the security and the defense needs of the United States. 
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There is nothing in the amendment which operates automatically to 
limit imports. It provides for a limitation only when the American 
production of a product is limited by raw material allocations by 
NPA and only when and if a substantial portion of the American 
producers of such articles or product applies tO the Tarifl € omimis 
sion for such limitation. 

It is assumed that the Tariff Commission would determine the sub 
stantial portion on the basis of unit volume or dollar volume of pro 
duction rather than the number of producers. 

Presumably it could be shown to the Tariff Commission that a ma 
jority of the American producers, by volume, did not desire to have 
the import limitations and it would, therefore, not be necessary to 
Impose them. 

The proposed amendment adopts a fair procedure and sets up 
machinery for operation thereof, which the NPA carefully uses and 
administers in order to maintain the relative competitive position 
between different producers of the olven products in the American 
industry. It certainly would be unfair for NPA to prohibit one pro- 
dueer of ee commodity from further production and cut the same 
(lime permit his American competitor to continue to produce and to 
take over his market. 

Obviously the first American producer would be unable to regain 
all or any part of his market after the emergency was over. 

The same would be true if an American producer were limited more 
seriously in his production than another, ana the siime principle 
would apply to maintain the relative pre-Korean competitive rela 
tionship between American industry and imports. 

Many American producers have seen their production cut back by 


material allocations and imports rush in to take up the American 


producer's market. Unless the American prod icer Is able to protect 
himself from imports taking over his market while his production 1s 
artificially limited, he will be unable to regain all or even a material 
portion of these markets when the emergency is over. Imports should 
be limited to approximately the same level as is the American pro 
ducer’s production, so that when they have a fair chance at current 
competition and a fair chance of regaining their market after the 


emergency Is over, 

One of the objections that will be made by the free-trade opponents 
is that we should not deny the consumers a product if it is available 
through imports. 

However, it is certainly fair and the American way to distribute 

ie national defense burden among all the citizens. If our defense 
requirements call for a cut-back in the production of a certain article, 


hecause the raw material therefor is required for defense purposes, 
certainly the consumers of that product should bear the burden along 
with, and equitably with, the producers thereof. It must be recalled 
that all Americans who are consumers must at some time become a 


producer, 

It would be grossly unfair and un-American to ask any given 
\merican producer or consumer group to give up lis product for the 
benefit of the defense effort and not ask other vroups of producers 
and consumers to bear a proportionate burden. if Ou defense needs 
require a cut-back in the production of any given article or product, 
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certainly our allies and partners in defense shoud likewise cut back 
their production. 

However, this has not always been the case and frequently even 
though they may cut back the production of such articles, they will 
make an exception for its production and export to the United States 
in the hope of gaining and retaining the United States market by un 
fair advantage. We cannot guarantee and certainly cannot force any 
other country to adopt similar production cut-backs even though they 
may be drastically needed for mutual defense. 

However, it is only fair to protect our own producers who are con 
tributing the most to national defense and to mutual defense. 

Certainly no foreign country, even the most friendly, could have 
any valid objection to our proportionately limiting imports to the 
ne extent that the American production of an article is cut back 
by the defense requirements. 

This proposed amendment proposes to limit imports of articles made 
of all allocated materials to only 50 percent of the pre-Korean base 
period imports, while most American producers of nondefense articles 
requiring allocated materials are limited to substantially that amount. 

Articles using steel are limited to 50 percent. Most articles using 
copper and aluminum are limited to 30 percent or less. Those using 
nickel are limited to less even than 20 percent or entirely prohibited. 
The limitation of 50 percent on imports gives more than an even break 
to imports. In the case of defense items, American producers usually 
get more than the above-mentioned percentage in order to encourage 
greater production and in such cases, in the form of the certification 
of the Secretary of Defense, this proposed amendment would place no 
limit upon the import of any article or product needed for our defense 
effort. 

Mr. Chairman, I am the sponsor of the “escape clause” which was 
written into the renewal of the Reciprocal Trade Agreements Act 
last year. The object of the escape clause was to provide that do 
mestic producers be given an opportunity to prove to the United 
States Tariff Commission that their business was being injured by 
foreign imports. This escape clause is now section 7 of Publie Law 
50, Eighty-second Congress. 

The intent of the Congress was that domestic producers suffer 
ing from too much foreign competition would be able to get relief. 
This was particularly true of domestic producers who were being 
denied the use of certain critical materials needed in the defense effort. 
These people were being driven out of business and their domestic 
market taken over by foreign-made goods because they were unable 
to compete due to their inability to buy critical materials. The do- 
mestic producers of wood screws carried their case before the United 
States Tariff Commission alleging injury under the Reci iprocal Trade 
Agreements Act, and asking for relief under section 7 of Public Law 
50. They were denied this relief and told by the United States Tariff 
Commission that their troubles were not due to the Trade Agreements 
Act, but to the action of the National Production Authority in allo 
cating to the defense effort certain materials which the domestic pro 
ducer needed in order to carry on his business. 

Senator Frear. Who said that, Mr. Congressman ? 

Mr. Battery. The Tariff Commission. 
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Senator Frear. Now, just a question—I do not want to interrupt 
you if you do not want to be interrupted during your testimony 
~ Mr. Bamery. Go right ahead. 

Senator Frear. You think that this bill is necessary, that the Tariff 
Commission cannot handle equitably the desires of the people ? 

Mr. Battery. That is correct. 

Senator Frear. Why do you not think the Tariff Commission can 
handle it? I have not gathered from what you have said so far, but 
perhaps later in your testimony 

Mr. Barer. If the United States Tariff Commission is correct in 
their interpretation, it is vitally necessary that a large segment of 
American industry needs the protection afforded by this amendment 
in order to prevent their being driven out of business. 

The best Illustration of how these freeze orders in critical materials 
are injuring the domestic producer is the case of the Wallace Corp. 
now pending before the Tariff Commission. The Wallace Corp. 
manufactures spring clothespins. 

There is a freeze order on highly tempered steel wire needed 
the manufacture of these pins. 

Last October this company was given an allocation by the National 
Production Authority of 76 tons of that highly tempered steel wire. 
They were also given an allocation for the first quarter of 1952 of an 
additional 76 hous. To date under both of these allocations they have 
received only 25 tons of steel. They have, in the meantime, in order 
to keep their plant operating, and to supply jobs for more than 400 
workmen, been buying highly tempered steel wire from Belgium rea 
paying $13.05 a hundredweight. Had the ‘y been permitted to buy 
this steel wire at home, the domestic price would be $7.40 per hundred- 
weight. 

They are on the verge of closing down their plant because their 
profits are not high enough to stand the losses in the price they must 
pay to import this steel. 

This legislation is not a new idea, Mr. Chairman. The producers 
of agricultural products in this country are protected by import quotas 
which place a limitation on foreign imports of agriculture products 
when these imports interfere with the acreage allocation, or the pro- 
duction procedures outlined by the Agriculture Department. 

This exemption for farm people will be found in section 122 of the 
Agriculture Production Act. 

[ have here, Mr. Chairman, a rather interesting article under an Ot- 
tawa, Canada, date line, March 3. 

Canada, today, banned meat imports that move to keep out United States com- 
petition during the livestock quarantine ordered because of the outbreak of the 
foot and mouth disease, 

The Agricultural Minister, Mr. James G. Gardner, stated: 

“We must hold the market for our own produce until such times as the dis- 


ease is removed, and there is no longer a danger to ourselves or to other coun- 
tries” — 


just as much as to say that they are deliberately banning the import of 
American meat to protect the Canadian market. 

Now, there will be some people speaking in opposition to this pro- 
posal to say that it is unfair for us to set up import quotas. That is a 
ana practice among the people with whom we have reciprocal 
trade relations—a common practice. They do not think anything, if 
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it is going to protect their industry, to put on import quotas, and we 
big-hearted Americans sit back and take it. 

Senator Frear. Do you think, if the Tariff Commission properly 
executed its duties, this bill would be necessary 7 

Mr. Bamry. I do, because the Reciprocal Trade Agreements Act 
is not designed to cover a case where the American producer is work- 
ing under the handicap of being denied the use of certain critical 
materials. 

Senator Frear. You said you were the author of the “escape clause.” 

You do not think that would be sufficient 4 

Mr. Battery. That would be an argument, and T may say to you, 
that Tam still hopeful that I will get a good decision out of the Tariff 
Commission on the clothespins. 

Senator Frear. When did that go before the Tariff Commission, 
on the clothespins ¢ 

Mr. Batvey. Last October. Let me say on behalf of the Tariff 
Commission, they are making an intensive study. 

I objected to their even making a consideration of the case unless 
they would go into Sweden—— 

Senator _ EAR. It must be exhaustive, as well as intensive / 

Mr. Battery. Let me explain why it was necessary, 

I objected to their considering the case unless the ‘v would require 
the foreign producer to lay his cost of production on the table face up, 
just like the American producer is required to lay his. if he alleges a 
case of injury. 

They have their agency in Sweden now checking the Swedish cost 
of production. 

I might say, for the benefit of the committee, that in this particulai 
case, Sweden pays 28 cents an hour to its workmen. We pay 31.45 
in the plant in my district. $1.45 an hour, compared to 28 cents being 
paid in Sweden. 

May I add this: Sweden can produce those clothespins, for which 
there was an original tariff of 20 cents a gross—that is $1.44 a dozen— 
they can produce those under this low wage rate, and other low costs 
of production, they can produce those pins, pay the ocean carriage 
rates, pay the insurance, pay the brokerage, and pay the 5 cents import 
duty that is still on them, and sell them for 61.1 cents a gross in New 
York and it costs 93.4 to produce the same pin in the factory in my 
district. 

Senator Carenarr. That is true in Indiana, too. 

You were talking about the escape clause in the Tariff Act on this 
problem. 

The Tariff Commission has already ruled that there is no injury 
Where the NPA cuts back the production of domestic producers as a 
result of a shortage of materials. 

Mr. Battery. They say there, that the Reciprocal Trade Agreement 
Act is not to blame for it, that the blame rests with the NPA, in issu 
ing those freeze orders. 

Senator Carrnarr. But the chairman wanted to know why this 
could not be taken care of in the Tariff Commission. The reason is 
because the Tariff Commission has already ruled that they have no 
responsibility, and should not accept any responsibility, if I under 
stand their position clearly; as a result of NPA cutting back the ma- 
terials to the manufacturers in the United States. 
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Mr. Battey. At this time, Mr. Chairman, I would like to offer the 
Tariff Commission’s decision in the wood-screw case, which was the 
one we were discussing. 

Senator Frear. Without objection, it will be inserted into the 
record. 

(The Tariff Commission decision referred to follows :) 


Woop SCREWS OF IRON OR STEEI 


Report of the United States Tariff Commission of findings and conclusions in an 
investigation under section 7 of the Trade Agreements Extension Act of 1951 


This is a report of the results of an investigation made by the United States 
Tariff Commission under section 7 of the Trade Agreements Extension Act of 
WV51 (Public Law 50, S2d Cong., approved June 16, 1951) for the purpose of 
determining whether screws, commonly called wood screws, of iron or steel 
(hereinafter referred to as “Wood screws of iron or steel”), provided for in 
paragraph 338 of the Tariff Act of 1930, are, as a result, in whole or in part of the 
duty or other customs treatment reflecting Concessions granted in the General 
Agreement on Tariffs and Trade, being imported into the United States in such 
increased quantities, either actual or relative, as to cause or threaten serious 
injury to the domestic industry producing like or directly competitive products 

The rate of duty originally established in the Tariff Act of 1930 on imports 
of wood screws of iron or steel was 25 percent ad valorem (par. 338). To carry 
out a tariff concession granted at Geneva, Switzerland, and included in part 1, 
item 338, of schedule XX (Geneva) of the General Agreement on Tariffs and 
Trade, the duty on such wood screws wus reduced to 15 percent ad valorem 
effective January 1, 1948. In trade agreement negotiations held at Torquay, 
England, a new tariff concession was granted on such screws, which was included 
in item 33S of part I of schedule XN (Torquay) of the General Agreement on 
Tariffs and Trade, and to carry out the Torquay concession the duty on wood 
screws of iron or steel was further reduced to 12!6 percent ad valorem, effective 
June 6, 1951. Both of these concessions Were initially negotiated with the Bene 
lux countries (Belgium, the Netherlands, and Luxemburg) 

On August 15, 1951, an application was filed by the United States Wood Screw 
Service Bureau on behalf of its members, domestic producers of wood screws, for 
an investigation by the Tariff Commission under section 7 g toward the 
withdrawal or modification of the concessions granted in e General Agree 
ment on Tariffs and Trade on wood screws of iron or stes Che investigatior 
vas instituted by the Commission on August 22, 1951, and was concluded without 
publie hearing. 

In this investigation the Commission utilized information in its files, as wel 
as information obtained from other Government agencies, from domestic pro 
ducers, importers, and distributors, and from other sources \ppended hereto 
is # summary of information obtained in this investigation, from which con 
fidential material has necessarily been omitted 

On the basis of its investigation, the Commission finds that, notwithstanding 
the recent substantial increase in imports of wood screws of iron or steel, such 
imports are not causing or threatening serious injury to the domestic industry 
producing like or directly competitive products. AC ordingh . in the judgment of 
the Commission, no sufficient reason exists for a recommendation to the Presi- 
dent under the provisions of section 7 of the Trade Agreements Extension Act 
of 1951. This finding and conclusion are based principally upon the following 
considerations : 

1. Imports entered under paragraph 358 have differed somewhat from wood 
screws made by domestic manufacturers both in specifications and quality, but 
as they are generally used for the same purposes they are regarded as com 
petitive with the domestic articles 

2. For several decades before mid-1950 the United States produced practically 
all the wood screws it consumed and in many of the years exported substantia! 
quantities. Since mid-1950, when imports began to increase sharply, through 
September 1951, the latest month for which data are available, production as 
reflected by domestic shipments has been higher than in any comparable period 
since 1929, This increase is attributed to (1) increased use of wood screws as 
the general industrial activity in the United States expanded after the outbreak 
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of hostilities in Korea, and (2) purchases for the purpose of building up wood 
screw stocks for future use. 

8. Until about mid-1950 imports were very small in comparison with domesti 
output and were usually equivalent to less than 1 percent of domestic production. 
Since May 1950 imports have been much larger both in actual quantities im 
ported and in relation to domestic shipments. In the second quarter of 1951 
the quantity of imports was equal to about 9 to 11 percent of domestic output ; 
in July and August 1951, to about 10 to 13 percent. Belgium, Japan, Germany, 
the United Kingdom, Sweden, and the Netherlands, in the order named, have been 
the principal sources of recent imports. 

4. The principal factor in the recent rapid increase in imports of wood screws 
of iron or steel has been the inability of domestic producers to supply the domes 
tic demand. As emphasized in the application, lack of steel has been the most 
important factor in the insuffcient domestic production of wood screws; and 
since the begining of 1951 domestic production has been limited also by th: 
almost complete shutdown, owing to a labor dispute, of one of the largest wood 
screw plants in the United States. Among other factors which have influenced 
the recent rise in imports, were: (1) The rehabilitation of ‘the steel- and the 
wood-screw industries in foreign countries; (2) the devaluation of foreign 
currencies, beginning in September 1949, and other encouragement in foreign 
countries of production for export: and (38) the reduction in the import duty 
from 25 to 15 percent ad valorem on January 1, 1948, and to 12% percent ad 
valorem on June 6, 1951. 

5. The domestic manufacturers of wood screws also produce other fastener 
products, which account for the greater part of their total production. Under the 
controlled materials plan, raw material is allocated to individual concerns for 
their whole line of fastener products rather than for individual products. The 
National Production Authority began allocating steel on July 1, 1951. Alloca 
tions to concerns making wood screws for each of the third and fourth quarters 
of 1951 amounted to about 90 percent of the quantity consumed by them in the 
first quarter of 1951. However, the manufacturers had been unable to obtain 
all of their steel requirements in the first quarter of 1951. The amounts of stee! 
allocated to them in the third and fourth quarters of 1951 probably represented 
less than 90 percent of their requirements. Steel allocations to wood-screw 
manufacturers for the first quarter of 1952 have been reduced by about 9 percent 
from the amount allocated to them for the fourth quarter of 1951. 

6. The inability of domestic producers to fill the domestic demand for wood 
screws since mid-1950 is indicated by the unusually large backlog of unfilled 
orders. New Orders received by domestic manufacturers exceeded shipments i1 
each month beginning with June 1950 and ending with April 1951. As a result, 
unfilled orders accumulated rapidly and reached a peak on July 1, 1951, that was 
equal to 4.6 months of shipments at the June 1951 rate. By October 1, 1951, th 
backlog of unfilled orders had declined, but unfilled orders still represented 
about 3 months’ shipments. 

7. Until recently the United States wood-screw industry has been able t 
compete successfully in foreign markets and has had a substantial export business 
Over the past 3 years, however, exports have declined sharply, from 3,535,000 
gross in 1948 to 354,000 gross in 1950. Exports in the first 8 months of 1951 
were only 202,000 gross. Most of the decline in exports is apparently attributablk 
to the same situation that has led to the increase in imports—namely, the inability 
of domestic producers, mostly because of inadequate supplies of steel, to increass 
production sufficiently to maintain the former high level of exports and at the 
same time supply the increased domestic demand. 

8. Information obtained in this investigation does not show the quantities 
of imported and domestic wood screws sold at various price levels, but it is know! 
that in September 1951 imported wood screws of iron or steel were sold at prices 
somewhat below those at which comparable screws were sold by domestic pro 
ducers ; it is believed that this situation has prevailed at least since the beginning 
of 1951. The lower prices of imported wood screws are offset, at least in part 
by the general preference of United States buyers for domestic wood screws, 
which generally are superior in quality and conform better to technical specifica 
tions desired. Another factor that favors the domestic product is uncertainty) 
among buyers regarding the continuity of the supply of imported screws. 

9. There is no evidence that the recent increase in imports has bad any appr¢ 
ciable effect either in decreasing domestic sales of wood screws by domesti 
producers or in forcing them to sell wood screws at unprofitable prices. Rather 
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imports have served to help relieve the acute shortage of wood screws in the 
United States and they have largely supplemented rather than displaced domestic 
wood screws. 

10. Although information obtained in this investigation does not show the 
earnings or profits of domestic producers from the wood-screw segments of their 
businesses, it is presumed that earnings and profits have been adequate since 
mid-1950 in view of the unusually high volume of wood screw shipments main- 
tained in a sellers’ market during this period. 

11. Evidence on hand does not indicate a threat of serious injury to the domes- 
tic industry in the near future as a result of the increased imports of wood 
screws of iron or steel. The shortage of steel, which is one of the critical factors 
preventing full expansion of domestic production, is likely to continue at least 
through most of 1952. Although the backlog of unfilled orders has diminished 
since the middle of 1951, this backlog is still unusually high. 

12. In event domestic demand for wood screws should decline in the near 
future to a level which can be wholly supplied by domestic manufacturers with 
the quantities of steel available to them, it seems unlikely that imports will 
continue at the level of recent months or will enter at prices that would cause 
or threaten serious injury to domestic producers. Some importers have reported 
declines in the receipt of new orders and advances in the selling prices of foreign 
wood screws. These developments, if continued and intensified, would tend to 
curb imports. Furthermore, the future trend of United States imports and of the 
selling prices of imported wood screws may be determined by policies followed by 
foreign producers. For example, it is reported that in the past some of the 
largest foreign producers of wood screws avoided business in markets such as 
the United States where domestic production capacity was more than sufficient 
to satisfy normal domestic demand for wood screws. In event such a policy 
were again pursued by the larger foreign producers with respect to the United 
States market when domestic production becomes more nearly in balance with 
domestic demand, United States imports would decline 

On the other hand, should domestic demand for wood screws in the near future 
remain at the present hich level or increase, the steel shortage would continue 
to prevent domestic producers from fully meeting the domestic demand. In that 
event, the volume of imports would probably remain at the high level of recent 
months or even increase. Under these circumstances, as in the past 15 months, 
imports would probably continue primarily to supplement, rather than displace, 
domestic wood screws, and domestic producers would probably continue to sell 
at generally profitable prices, all the wood screws thev can produce with the 
steel available. 


SEPARATE STATEMENT BY COMMISSIONERS BROSSARD AND GRE‘ 


No publie hearing was held in the course of this investigatior Commissioners 
Brossard and Gregg believe that sufficient evidence of a threat of serious injury 
was present to require a public hearing, and without having had an opportunity 
to examine witnesses and to develop factual information from the interested 


parties who might have appeared, are unwilling to concur that there eXists no 
threat of serious injury. 

From the information made available as a result of the investigation and 
that supplied by the applicant, it appears that, although the substantial increase 
in imports relative to domestic production has not necessarily occurred at the 
expense of domestic production, but has been largely supplemental thereto, there 
is, in our judgment, no adequate information available as to whether the share 
of the market now supplied by imports will be recovered by the domestic pro 
ducers when sufficient materials again become available to domestic manu 
facturers. If the apprehensions of the domestic producers are realized that 
foreign suppliers will, under more normal conditions, hold and increase their 
share of the domestic market for wood screws, serious injury to such domesti« 
producers might well result. 

Epcar B. Brossarp, 
JOHN P. GREGG, 


(‘OmMITSSLONeETS 
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SUMMARY OF THE INFORMATION OBTAINED IN THE INVESTIGATION RESPECTING 
Woop Screws or [RON oR Sreet UNDER SecTion 7 OF THE TRADE AGREEMENTS 
EXTENSION Act oF 1951 


DESCRIPTION AND USES 


Wood screws, designed for use as fasteners in wood or other soft materials, 
are cylindrical pieces of metal with a head on one end and threads tapering to a 
point toward the opposite end. They are made of nonferrous metals as well as 
of iron or steel, although only wood screws of iron or steel, as covered unde 
paragraph 338 of the Tariff Act of 1930, are involved in this investigation. A 
small quantity of wood screws of iron or steel are plated with zinc, nickel, 
chromium, cadmium, or other metal, and a considerable quantity are blued, but 
the vast bulk of them are in plain bright finish. Iron or steel is the component 
material of chief value in such plated or blued screws. 

Wood screws are made in various sizes and styles of head. Domestic manu 
facturers’ price lists show 101 different screw sizes; they vary in length from 
one-fourth inch to 4 inches; in diameter, from 0.0S6 to 0.254 inch: and in weight 
per gross, from 0.06 pound to 8.5 pounds. The screws are made with fiat heads 
countersunk, round heads, or oval heads countersunk. By far the largest number 
are made with flat heads. 

Wood screws are generally made with a slot or a recess in the head to permit 
driving with a screw driver. A small proportion of the wood screws made are 
of the type known as drive screws designed to be driven with a hammer rather 
than with a screw driver; the heads on these are not slotted and the pitch of the 
threads is much steeper on them than on ordinary wood screws. About 8 to 
10 percent of the wood screws produced in the United States have the Phillips 
recessed head which is designed to accommodate a special screw driver with a 
fluted rather than a flat blade. Such screws have become increasingly popular 
with large manufacturer-users in assembling automobile bodies, railroad cars 
ete., employing assembly-line methods and power-driven tools.’ 

Wood screws are used as fasteners in many types of wood construction, Large 
quantities are used in the manufacture of furniture, cabinets, venetian blinds, 
automobile bodies, and railroad cars, and in building construction. Among the 
largest buyers of wood screws are manufacturers of builders’ hardware, for wood 
ScreWs are a necessary accessory to such products as locks, hinges, door handles, 
ete. Only a small proportion of all wood screws used are purchased in small 
packages over retail-store counters, 


COMPARABILITY OF DOMESTIC AND IMPORTED WOOD SCREWS 


Imported wood screws of iron or steel differ somewhat from wood screws made 
by domestic manufacturers both in specifications and quality, but as they art 
generally used for the same purposes they are regarded as competitive with the 
domestic product. 

Although the wood screws imported from the United Kingdom and Sweden are 
of high quality in material and workmanship, they are made according to speci 
fications somewhat different from those prevailing in the United States. For 
example, the included angle of the countersunk head of the flat-head or oval 
head screws is larger, the depth of the countersunk head is smaller, the slot 
is narrower, and the threads are smaller. These differences between British and 
Swedish screws and domestic screws limit somewhat the market for imported 
screws in the United States. 

Wood screws currently imported from the two largest wood-screw manufa 
turers in Belgium, which probably account for the bulk of the imports in recent 
months from that country, are of fairly good quality and they are made in 
accordance with American specifications. However, a few defects were observed 
in some of these screws such as too narrow slots on some small sizes, a few 
screws Without slots, and some screws with protrusions on the shank underneath 
the screw head. 

Most wood screws currently imported from Japan, Western Germany, the 
Netherlands, and Austria are made to American specifications, but they are 
inferior in quality to those imported from England, Sweden, and Belgium, The 

1Ten of the seventeen domestic manufacturers making wood screws for sale are licensed 
to manufacture the Phillips recessed-head type of screws. 
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most obvious defects are flattened, rough, and irregular screw threads; tool 
marks or other protrusions on the shank under the head; and defective screv 
slots. Although no systematic tests have been made of the materials in these 
imported screws, they are believed to be generally inferior to the materials used 
in making domestic screws. Some imported screws in pac kages have not bee! 
properly packaged and marked. 

Phillips-type recessed-head screws are made in Europe, but none of these is 
being imported at present. 

Domestic manufacturers believe that imported screws are confined largely to 
the more popular sizes and that, consequently, domestic manufacturers are 
depended upon to a large extent for the unusual sizes which are required in 


smaller quantities. Although one of the larger importers is known to be im 


porting wood screws only in the popular sizes, no data are available to show 
imports by sizes. 


UNITED STATES REQUIREMENTS AND SI 


General trend of United States production, LMIpOrTs, ¢ d ¢ OTS The 


available Statistics on quantities of wood screws produced (or shipped }, 
ported or exported, are in terms of total number of gross. Considering the 


nunrber of sizes as well as the head styles and finishes in which wood 
are produced, with the list prices ranging from SO.SS to $14.48 


apparent that total number of gross is not a compl 
measure. However, the manufacturers believe the 
fair approximate quantity measure of variat 
(reflecting sales ) of wood SCTCWS, i le; j 
portions of wood screws shipped in the 
greatly from year to year. Some of the 
gross of the total monthly imports and exports of 
n their composition, 

Annual value data are ava 
wood screws, but correspond 
for only 1935, 1987, 1939 
factures were taken b) 
vears with correspondi 
exports are shown in tf: 


Wood sere) 
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ve 


Current statistics on shipments of wood screws are collected (monthly) only 
by the United States Wood Screw Service Bureau. The _ statistics cover 
domestic shipments only, i. e., shipments to customers in the United States; they 
exclude shipments for export. They are not satisfactory for the purpose of this 
investigation because (1) they are incomplete—covering the 13 members of the 
industry trade association and one other medium-sized producer for whom data 
are estimated ; (2) they include nonferrous wood screws as well as wood screws 
of iron or steel, and (3) they show shipments only in terms of total number of 
gross. Data from the 1947 Census of Manufactures indicate that domestic 
shipments reported by the United States Wood Screw Service Bureau for that 
year were equal from 64 to 79 percent of the total United States domestic 
shipments of wood screws. The larger percentage is obtained by comparing the 
trade association’s figure with shipments of wood screws reported as such to 
the Census Bureau; the smaller percentage, by comparison with a total repre 
senting shipments of wood screws reported as such plus an estimate of ship 
ments of wood screws included in a group of unsegregated products reported to 
the Census Bureau. The 1947 Census of Manufactures data also indicate that 
wood screws of iron or steel comprised nearly 90 percent of total shipments ot 
wood screws in that year. Despite the defects in the available current statistics 
on domestic shipments of wood screws, they are useful for indicating the 
approximate trend of production. These data with statistics on United States 
imports and exports from 1928 to 1951 are shown in table 2. 


TABLE 2.— Wood screws of iron or steel: United States domestic shipments, 
imports, and exports, 1928-50 and January—August 1951 


Imports for consumption Domestic exports 
Domestic 
ship- 
ments ! Quan- Foreign Value Quan- Value Valu 
tity value per gross tity cs per eri 


1,000 1,000 Thous. 1,000 Thous. 
gross gross of dols. Cents gross of dols Cents 

1Y28 ‘AR, S10 95 15 15.4 7, O89 813 ] 
1929 56, 881 3 40 j 7, 252 775 


1930 


, we ‘4 j 
6, 458 2% 26 11.2 6, 298 672 ii 
13 28, O78 As j ) 4,016 187 
1932 431 } ) 7. § YS6 
1933 27, 644 | 144 
1934 27, 334 ly 11 422 
1435 34, 692 326 27 ; 415 
1O3¢ 36, 383 
1937 31, 852 
L988 


wed 


3, 238 
1939 Z 461 
1940 32, 027 
1941 

1942 

1943 

1944 

1945 

1946 

1947 5 50, 5t 2 
1948 


1949 § 31, 53 Q > 


1950 5 ss AO, 873 1, 760 243 13.8 { 
1951 (January to August) 5 34, 825 4.065 730 18.0 ‘ 123 


! Data cover shipments of ferrous and nonferrous wood screws to destination within the United 5t 
from members of the United States Wood Screw Service Bureau and from 1 medium-sized nonme! 
producer for whom data were estimated. Data from the 1947 Census of Manufactures indicate that 
1947 wood screws of iron or steel comprised about 89.7 percent of total shi>ments of wood screws and t 
domestic shipments reported to the United States Wood Screw Service Bureau for that year represent | 
64 to 78.9 percent of total United States shipments after deducting exports. 

Less than 500 gross 

’ Less than $500 

‘ Imports too s‘nall to yield sienificant unit value 
Data on imports and exports preliminary. 

Source: Domestic shipments from the United States Wood Screw Service Bureau imports and ex] 
compiled from official statistics of the U. S. Depart.nent of Commerce. 


From the beginning of World War I until mid-1950 the United States appa! 
ently produced nearly all the wood screws it consumed and in many of the year's 
exported substantial quantities. United States production of wood screws, as 
indicated by domestic shipments from 1928 to date, was at the highest level 





hue 
OSS 


Appa! 


years 
WS, is 


vel 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1381 


the late twenties. That level has not been equaled by even the large shipments 
during World War II or in recent postwar years. Domestic manufacturers have 
observed a general long-term decline in per capita consumption of wood screws. 
This is attributed to the gradual decline in the proportion of manufactured 
articles made of wood requiring wood screws and a corresponding rise in the 
proportion of metal articles requiring tapping screws, machine screws, and other 
types of metal fasteners. For example, tapping screws, also known as self- 
tapping screws or sheet-metal screws, hardened so that they will cut their way 
through sheet metal, have to a considerable extent replaced wood screws both 
in the domestic and export markets. 

Fluctuations in domestic shipments of wood screws are greatly affected by 
fluctuations in the general level of business activity in the United States. For 
example, the effect of the business depression in the early thirties and the small 
business recession in 1949 are reflected in lower wood screw shipments during 
those periods. 

Domestic shipments of wood screws, as well as imports and exports, were 
greatly affected by World War II and its aftermath, a situation which is dis- 
cussed in subsequent sections of this report. 

Ratio of imports to production.—Until mid-1950 United States imports of wood 
screws of iron or steel were very small in comparison with domestic production ; 
they usually amounted to an average of less than 1 percent of production in terms 
of quantity and value (see table 1). Beginning about the middle of 1950, United 
States imports increased rapidly. The quantity of imports in relation to the 
quantity of domestic shipments, the latter adjusted for comparability, is shown 
for 1950 and the first 8 months of 1951 in table 3. Imports were equal to about 
0.01 percent of domestic shipments in the first half of 1950; imports rose rapidly 
in each successive quarter and in the second quarter of 1951 were equal to about 
to 11 percent of domestic shipments. During July and August 1951 imports 
were equal to about 10 to 13 percent of domestic shipments. 


UNITED STATES PRODUCTION 


The United States industry.—Wood screws of iron or steel are currently manu- 
factured for sale by 17 manufacturers in the United States; six are located in 
Illinois, five in Connecticut, two in Massachusetts, and one in each of the States 
of New York, Ohio, Michigan, and North Carolina. Thirteen of these manu- 
facturers are members of the United States Wood Screw Service Bureau. 


‘The 183 Bureau members comprise the following: American Screw Co., 
Conn.; Atlantic Screw Works, Inc., Hartford, Conn.; the Blake and 
ville, Conn. : Continental Screw Co... New Bedford, Mass.: the Eagle Lock Co., Terrvville. 
Conn.; Eleo Tool & Screw Corp., Rockford, T1.: National Lock Co., Rockford, I the 
National Serew & Manufacturing Co., Cleveland, Ohio; Pheoll Manufacturing Co 
ill.; Reed & Prince Manufacuring Co., Worcester, Mass.; Southern Screw Co., 
N. C.; Southington Hardware Manufacturing Co., Southington, 
Corp., Nashua, N. Y. 

The four nonmembers are as follows: Keeler Brass Co., Grand Rapids, Mich Rockford 
Screw Products Co.. Rockford, Tl.; Time Screw & Manufacturing Corp., Rockford, IL: 
Wales-Beech Corp., Rockford, Il. 


Willimantic, 
Johnson Co., Water- 


, Chicago, 
Statesville, 
Conn.; Whitney Screw 
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TABLE 3.—Woo0d screws of iron or steel: Ratio of United States imports for con 
sumption to estimated total domestic shipments, for specified periods in 1950 
and January—August 1951 


Domestic shipments 
Imports for consumption ! cluding shipments for 
port 


Period Ratio of im- 
ports to esti- 
mated total 

domestic 
shipments 


As reported Estimate 
by Bureau 3 total 4 


1,000 gross Percent 
ynuary-June 287 0.01 
July-September 332 1. 7- 2.0 
October-December 1,142 5.9- 7.3 
1951 

January~March 1, 234 6.7- 8.2 

April-June 1, 668 8. 8-10. 9 

July-August 1, 163 10, 2-12. 6 


’reliminary; screws of iron or steel only 


I 
2 Exports were very small after mid-1950, ranging from 44 to 97 thousand gross per quarter 
I 


data cover Shipments of members and one nonmember for whom data were estimated; these data includ 
shipmetr ts of nonferrous as well as of ferrous wood screws 
* Estimated by adjusting figures in preceding column to include shipments of all wood screw produc 
and to exclude shipments of nonferrous wood screws. Estimating factors based on 1947 Census of Manu 
factures which indicated that nonferrous wood screws comprised about 10.3 percent of total shipments 
wood screws and that shipments reported by the United States Wood Screw Service Bureau for that year 
represented from 64 to 78.9 percent of total! United States shipments after deducting exports; the lower figu 
represents total shipments for which quantity data were reported in the census, whereas the higher figur 
represents estimated Maximum shipments reported to the Census including shipments of wood screws 1 


Ss such, 


rts and exports compiled from official statistics of the U, S. Department of Commerc: 
nited States Wood Screw Service Bureau and the 1947 Census of Manufactures, except 


In addition, an undetermined quantity of wood screws of iron or steel is mad 
in plants or departments of plants of integrated concerns for use in products 
manufactured by the same concerns. 

Several important manufacturers of wood screws for sale went out of this 
business in recent years—the Bridgeport Screw Co., Bridgeport, Conn., in 1930 
the Charles Parker Co., Meriden, Conn., soon after World War IL; and the 
American Hardware Corp., Corbin screw division, New Britain, Conn., in 
February 1950. Several manufacturer-consumers of wood screws who produced 
their own screws also ceased making these screws in recent years. Since the end 
of World War II, however, three new companies have begun production of wood 
screws: Southern Serew Co., Statesville, N. C.; the Rockford Screw Products Co 
Rockford, Ill. ; and the Blake & Johnson Co., Waterville, Conn. 

Wood-screw making is the smaller part of the total business and engages less 
than half of the total employees of most of the concerns manufacturing wood 
screws of iron or steel. Other products manufactured by the same concerns 
often in the same plants, are machine screws, stove bolts, nuts, tapping screws 
and other special fasteners; locks and related hardware; other builders’ hard 
ware ; and some hand tools. 

The total numher of employees engaged in making wood screws (ferrous an 
nonferrous) is estimated by the United States Wood Screw Service Bureau 
between 6,000 and 7,000. In September 1951, wood-screw manufacturers in Con 
necticut estimated a total of 1,165 employees in that State engaged directly « 
indirectly (as in toolrooms, machine shops, and offices) in making wood screws 
Since wood screws of iron or steel represent about 90 percent of the total wood 
screws produced, nine-tenths of the totals given above may be regarded as thi 
numbers of employees engaged in making wood screws of iron or steel, About 
half of the wood-screw plants operate two shifts per day, one is known to b 
operating three shifts a day, and the rest one shift per day. In June 151 
average weekly hours worked per employee per plant ranged from about 40 
to 53. 

Labor (direct and indirect) is regarded as the largest item of cost in th: 
manufacture of wood screws in the United States. It is estimated by tl 
manufacturers to represent from 40 to over 50 percent of the total cost. One of 
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the factors determining this cost, wage rates paid, as indicated by average hourly 
earning (including overtime earnings) in June 1951 ranged from $1.275 to 
$1.755 among the individual wood-screw plants, including employees engaged in 


making products other than wood screws, No infortnation is avail mn dif 
ferences in labor productivity. 

Wood screws ure made rapidly with the use of automatie machines of Americ: 
design, many of which are used in foreign countries. The manufacture of the 
ordinary flat-head slotted wood screw invelves three basic muchine operations 
whieh (1) form the screw-head, (2) slot the head. and 3) ut the screw 
threads. In the first operation, wire of the desired diameter is fed from 
into the heading machine which cuts the wire into proper lengths, 


a reel 
feeds the cut 
lengths into a heading die, and forms the head by striking one end of the wire 
in the die. The blanks with the formed heads are next fed to a slotting machine 
u Which the slots are cut out with a saw. The screw threads are formed either 
by cutting or rolling in separate threading machines. In the screw-cutting ma 
chines, while the blanks are grasped at the end bearing the head and revolved, 
a small tool with a cutting edge approaches the free end of the blank, turns the 
point, then cuts the thread by passing several times along the blank thread 
rolling machines are simpler and faster in operation and avoid the generation of 
metal scrap as in thread cutting; the threads are formed simply by rolling the 
screw blanks between two flat thread-forming dies. The manufacture of wood 
screws also requires Cleaning, inspecting, packaging, shipping, and toolroom 
end maintenance operations, 


In the manufacture of the Phillips recessed-head type of wood screws the slot 
ting operation is eliminated. The cross recess in the screw heads is formed 
the heading operation with the use of special dies. 

The screw-making plants generally buy cold-drawn steel wire in the desired 
diameters. A few plants have wire-drawing facilities and buy wire rod which 


iti 


is drawn to the requisite diameters; such plants have an advantage over ot! 
n times of raw material shortages such as at present because 
entirely dependent upon deliveries of wire in particular sizes 

The producing capacity of domestic manufacturers, gi 
of raw materials, far exceeds the domestic demand for wood 
since exports have greatly declined in recent yeurs As pre 
only about half the plants are operating more than one shi 
that all plants have sufficient machinery to produce many 
than are now being produced. One of the factors 
capacity in the wood-screw industry appears to be 
making machinery, especially the headers, and the 
screw manufacturers of some of these improved machi { ut down 
operating costs even when the older equipment is still serviceable. The 
modern heading machines, for example, operated by individual electric n 
in contrast with the smaller heading machines still in service after 20 3 
which are operated by a belt from a central power shaft, can produce more 
twice as many screws per machine-hour, 

Trends of domestic shipments, new orders, and unfilled orders The United 
States Wood Screw Service Bureau compiles from reports of member man 
facturers statistics on domestic orders received each month and the backlog 
of unfilled orders. Although these data, like those on domestic shipments, 
primarily members of the trade association and include nonferrous as we 
ferrous wood screws, they are useful indicators of important changes it 
domestic supply and demand for wood screws of iron or steel These data 
presented by years, for 1955 to 1950, and by months, for 1947 to date, in table 


VET) 


The following is a definition of wood serews for 
ire collected by the U. S. Wood Screw Service B 
to include all screws not exceeding No. 30 screw gag 
having a wood-screw thread and wood-screw head 
cessed head, designed for driving with a screw driver 
or semislots, but excluding tapping screws (former) 
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TABLE 4. 


orders, and unfilled orders, 1935-50 by years, 1947 


Monthly average 
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Year and mont! Domesti 
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‘ Domestic 


orders 


2, 891 
5, O82 
2 654 
1, 236 
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February.. 
M irc h 

A pril 
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June 

July 
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1, 422 
4, 704 
4, 368 
1, 092 
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2, 283 
3, 942 
6, 202 
5 152 
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5, O77 
7, 994 
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9, 201] 
3, 087 
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Wood screws (ferrous and nonferrous): Domestic shipments, domestir 
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ship- 
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Domestic 
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February 
March 
April 

May 
June 
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August 
September 
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January 
February 
March 

A pril 

May 

June 

July 
Angust 
September 
October 
November 
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wo a CO WW to 


1951 
January 
February 
569 March 
427 April 
172 i lay 
5Q8 June 
148 July 
755 August 
September 
October 


December 
1948: 

January 

Februay 

March 

April 

May 


999 


www 


June 

July 
August 
September 
October 


85 
626 , O45 
004 4,609 


Who Soh Wto we 


i 


! Data compiled by the United States Wood Screw Service Bureau from reports of member manufacturé 


9 


2 At the first of each year or month. 


In the immediate prewar years, 1935 to 1940, domestic shipments of woo 
screws, as reported to the industry trade assoication, ranged from about 2 t 
° million gross per month. They rose sharply to a monthly average of about 
4.4 million gross in 1941 and declined thereafter in each successive year through 
out the war to an average of 3.1 million gross per month in 1945. Domesti 
shipments rose again immediately after the war and in 1947 reached a peak a 
most equal to that of 1941. The shipments declined to a low point in 1949 and 
rose sharply again after the outbreak of hostilities in Korea in June 1950. ‘The 
rate of domestic shipments since mid-1950 through September 1951, the lates 
month for which data are available, has been unusually high, exceeding the rat 
of shipments during 1947. 

Changes in the volume of domestic orders received by manufacturers sinc 
1935 were similar to the fluctuations in domestic shipments. However, the 
monthly volume of new orders received exceeded the volume of domestic ship 
ments from the end of the war until early in 1947 and again from about the tii 
of the outbreak of hostilities in Korea until May 1951. The volume of 
orders received has been declining steadily since the beginning of 1951 
6,270,000 gross in January to 2,809,000 gross in September. 

The backlog of unfilled orders in the immediate prewar years was equivalent 
to from less than 1 to about 14% months’ shipments. Toward the end of th: 
war it was equivalent to almost 2-months’ shipments. Unfilled orders accumu 
lated rapidly immediately following the war and reached a peak by March 1, 1947 
which was equivalent to about 5.7 months’ shipments at the rate then pr 
vailing. The order backlog declined steadily thereafter and by September 


new 


fre ' 
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1949 was equal to less than 1 month’s shipments. After that it rose slowly 
until the outbreak of the Korean war in June 1950 and at an accelerated rate 
afterwards. On July 1, 1951 the backlog of 16.9 millions gross was equal to about 
4.6 months’ shipments. The backlog of orders diminished rapidly during July, 
August and September 1951 and at the beginning of October amounted to 10.8 
million gross. 

It is observed that the backlog of orders increased very rapidly after World 
War II and reached a peak towards the end of 1946 and the first half of 1947 
that was even higher than the level of the backlog in recent years. This is 
attributed to war-accumulated civilian demand for wood screws. Wartime re 
strictions had the effect both of curtailing domestic shipments needed to fill the 
accumulated backlog of orders then existing and of curtailing activities in which 
wood screws would have been used. For a time immediately after the war the 
wood-screw industry was unable to increase domestic shipments at the same 
rate at it received new orders, mostly because of steel shortages but also 
cause of other limiting factors and of substantial wood screw exports. 

By maintaining a high rate of domestic shipments, however, the industry was 
able to meet the domestic demand for wood screws toward the end of 1948, By 
mid-1948, the war-accumulated demand for wood screws seemed to have been 
satisfied. With the general decline in business activity early in 1949 wood screw 
sales dwindled to an extremely low point. Trade reports indicate that many 
of the wood screw manufacturers made very little profit or suffered losses dur 
ing this period. For example, it was reported that the 


t 


be 


loss incurred by the 
American Hardware Corp. in its wood-screw business at this time was the major 
reason for its decision to go out of the wood-screw business in February 1950. 

The wood-screw business improved somewhat toward the end of 1949 and the 
early months of 1950 and it became very brisk after the outbreak of the Korean 
conflict. Much of this increase is attributed to the growth in the use of wood 
screws with the general expansion of all types of production in the United States 
Much of the expanded demand is also attributed to scare buying and building up 
of stocks for future use. 

Domestic manufacturers have been unable to meet the domestic demand for 
wood screws since mid-1950. As previously noted, until May 1951, the volume of 
new orders received exceeded the volume of shipments and the backlog of 
unfilled orders increased rapidly. Despite the recent decline in the order backlog 
it still, on October 1, 1951, represented about 2.9 months of current 
ments, whereas in more normal times a backlog equal to more fl 
shipments is considered excessive. 

The manufacturers generally agree that the principal factor in their inability 
to supply the domestic demand at the present time is an inadequate supply of 
steel. Another important factor, since the beginning of 1951, is the partial 
shut-down of the Reed & Prince Manufacturing Co. plant at Worcester, Mass., 
owing to a labor dispute. This is one of the largest wood-serew plants in the 
country. When in full operation, this plant is able to produce annually consider 
ably more wood screws than the total quantity that has been imported into the 
United States in any recent year. It is understood that the quantity of wood 
screws produced by this plant since the beginning of 1951 has been almost nil 

Beginning with July 1, 1951, steel has been allocated to domestic manufac- 
turers by the National Production Authority under the contrelled materials 
The allocations to the wood-screw makers are made to individual concerns for 
use in the production of the whole range of fastener products, including wood 
screws, produced by them. The National Production Authority keeps an account 
ing of material allocations only by controlled materials plan (CMP) ela 


lasses of 


rate ship 
1an 1 month's 


t 


products. Wood screws, together with machine screws, bolts, and n v other 
fasteners, are Classified in CMP Class Bb Code 3494 

maintained on the quantity of steel allocated or in making wood 
screws. Steel allocations to this group of manufacturers for their entire produ 
tion for the third and fourth quarters of 1951 amounted to about 90 percent of the 
steel consumed by them in the first quarter of 1951, 

The manufacturers have experienced a shortage of steel in making 
screws, bolts, nuts, rivets, and other fasteners, as well as 
The quantity of steel allocated for the first quarter of 1952 for the fastener group 
of products is about 9 percent below the quantity allocated for these products 
in the fourth quarter of Ife. 

Some of the manufacturers have supplemented their supplies of steel from 
domestie sources by imported steel for which they have had to pay 
umu 100 percent more than the price of domestic steel. 
194i The backlog of unfilled orders for wood screws declined during July, August, 

pre and September 1951 by an amount (6,079,000 gross) that was considerably larger 


er | 


records are not 


machine 
n making wood screws 


alent 
r othe 


as much as 
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than the amount (3,129,000 gross) by which domestic shipments exceeded do 
mestie orders received. This indicates substantial cancellations or reductions in 
previous orders. 

Opinions in the trade are divided with respect to the probable influencing 
factors and probable duration of the recent decline in the rate of receipt of new 
orders. Those who are inclined to believe that the recent slump in receipt of 
new business is temporary believe it is attributable to (a) a midyear seasona 
decline, owing to vacations among wood-screw buyers (monthly records over a 
number of years tend to corroborate this), (0) transition from civilian to defenss 
work in the domestic economy, and (¢) slow-up in wood-screw buying because 
of an earlier build-up of stocks as a result of scare buying. However, one of 
the manufacturers who recently surveyed customers in the Middle West has 
found that wood-screw stocks among jobbers or distributors and their Customers 
are ata low level. 

It appears likely that the over-all impact of the defense production program 
together with measures designed to curb inflation will decrease rather than in 
cerenuse the total domestic demand for wood screws, The depressing effect of 
curbs on building construction and cut-backs in production of automobiles, radio, 
and television sets, ete., is not likely to be offset by increased demands for wood 
screws in defense production (for ammunition boxes, mine sweepers, etc.). The 
decline in domestie shipments of wood screws during World War II, from 141 
to 1945, previously noted, seems to lend support to this view. 


UNITED STATES IMPORTS 


Principal factors in recent rapid inercase. United States imports of wood 
screws of iron or steel began to increase sharply in June 1950. The number of 
gross imported monthly averaged 18,291 in the previous 5 months, then rose to 
195.314 gross in June. Imports averaged 245,585 gross per month in the last half 
of 1950 and 483.6S7 gross per month in the first half of 1991 Imports in July 
and August 1951, the last months for which data are available, amounted to 
nY4,752 and 567,774 gross, respectively. (Data by months are shown in table 6.) 

\ part of the imports of wood screws of iron or steel in 1951, at least 419,000 
gross through the end of September 1951 (about 9 percent of the total), was 
imported for the account of two United States wood-screw manufacturers. It is 
reported that the quantities of imported wood screws actually purchased by the 
domestic wood-screw manufacturers represent only a fraction of the quantities 
that were sought by them; also, that at least five other domestic wood-screw 
manufacturers made inquiries about obtaining supplies of foreign screws. 

The period during which imports increased rapidly corresponds to the period 
during which, except for the last several months, new orders received by domestic 
manufacturers exceeded shipments and unfilled orders accumulated rapidly. 
The principal factors in the recent rapid increase in wood-screw imports have 
been the inability of domestic producers to supply the domestic demand because 
of the shortage of steel, and (since the beginning of 1951) the partial shutdown 
of one of the largest wood-screw plants. Other probable influencing factors 
have been rehabilitation of the steel and wood screw industries in foreign 
countries, the devaluation of foreign currencies beginning in September 14%), 
efforts on the part of foreign countries to increase exports to the United States 
to increase their supply of dollar exchange, and the reductions in the United 
States import duty on wood screws of iron or steel from 25 to 15 percent ad 
valorem on January 1, 1948, and to 12% percent ad valorem on June 6, 1951. 

Although the European countries are also experiencing a steel shortage, it is 
understood that manufacturers using steel to fabricate products for export are 
given as much consideration in steel allocations as those engaged in defense 
production. 

Sources of United States imports.—United States imports of wood screws of 
iron or steel by principal sources since 1984 are shown in table 5. In the imme 
diate prewar years, Belgium, Japan, and Germany were the principal sources of 
the small imports during that period. Prior to 1937 Sweden was also a principal 
source. There is some evidence that the decline in Swedish exports to the United 
States was the result of the adoption of a policy among some of the mujor 
producers in the United States and in Europe to stay out of each other’s home 
markets. This is discussed further in the next section of this report. 

United States imports of wood screws ceased during the war when the screw 
plants in foreign countries either fell into enemy hands or were rendered 
incapable of producing for export. Instead the United States exported large 
quantities of wood screws, United States imports of wood screws. as previously 
indicated, continued to be very small until 1950. 
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TABLE 3D. Wood screirs Of iron or steel lnited 


fa ; ; , . 
1 SNfates ~wnports tor consumption, 


bu principal sources, specified NEaArTS 1934 to 1950 and January tugust 1951 
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Germany are also imported into the United States by the Stanley Works, Inc., 
for its own use; these are screws made in a plant owned by the Stanley Works 
Wood screws from Japan are imported by a relatively large number of concerns 
in the United States. Most of the Japanese exports of wood screws of iro 
or steel go to countries in Asia. Information is not available on the number 
and size of the Japanese producers. 

Foreign value of imported wood screws.—TVhe average foreign value per gross 
of wood screws of iron or steel imported into the United States since the begin 
ning of 1950 is shown in table 6. Although the data show a general upward 
trend in average unit values of imported wood screws since about mid-1950 
some of the fluctuations may reflect changes in the composition of imports fron 
month to month both with respect to sizes and kinds of wood screws imported 
and the relative importance of the sources of imports. The available quantity 
data do not show changes in sizes and kinds of wood screws imported. 

The average foreign value per gross of wood screws of iron or steel imported 
into the United States varies considerably by source of imports. This is indi 
cated by the following data for January through August 1951: 


Among the six countries that supply the bulk of the United States imports 
the average unit value of imports from Japan, 15.2 cents per gross, was the 
lowest, and that from Sweden, 22.3 cents per gross, was the highest. The 
average foreign value of all wood screws imported during the 8-month period 
was 18 cents per gross. This is a little more than one-third of the average fac 
tory value of slotted flat-head wood screws in plain finish produced during the 
same period by one of the large domestic manu‘acturers. The duty of 12! 
percent would add alout 2 cents per gross to the foreign value of imported 
screws. It is not known to what extent, if any, the difference in average pric 
between imnorts and domestic sh’pments is due to difference in composition 
by size, quality, style, and other factors. 
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TanLe 6.—Wood screws of iron or steel; United States imports and exports 
months, 1950 and January—August 1951 °* 


i month 


1950 
January 
February 
March 
A pril 
May 
June 
July 
August 
Septem ber 
October 
November 


December 


y 
t 


January 
February 
March 
April 
‘iuy 
tune 

July 
August 


' Preliminary. 


Sour Official statistic 


UNITED STATES EXPORTS 


Erport markets.——The United States had a substantial export busine 


wood screws in the twenties and early thirties up to about the 1932 
and again during and after World War II up to about 1950. For some year 
exports were equal to 10 percent or more of the domestic outm Che destin: 
tions of United States exports for specified years 1930 to | 

table 7. 

The wood screws exported before the war, which were gen : at pr 
below those prevailing in the domestic market in order meet internat 
ompetition, were destined principally to Japan and the United Kingdom ar 
fo a lesser extent to China, India, the Philippines, and several of the Latin-Ameri 
can countries, Japan was the principal market until about 1931 when it com 
menced to manufacture wood screws. <As noted above, Japan is now one of the 
principal sources of United States imports of wood screws. United States ex 
ports to the United Kingdom dropped sharply from about 1931 when the Brit 
raised tariff barriers. 

During the war the United States exported large quantities of wood screws o1 
lend-lease, especially to the Soviet Union. Many of the exports during the war 
and in the early postwar years went to markets formerly supplied by foreign 
wood-screw makers. 


depres 3io! 
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TABLE 7.—Woo0d screws of iron or steel: United States « rports of domestic mer 
chandise by principal destinations, for specified years, 1930 to 1949 


| 
} 
Country 1930 1941 1943 1945 | 


4; 
Japan 


United States exports of wood screws declined sharply after 1948. Coutribut- 
ing factors were (a) the gradual resumption of wood-screw production for export 
by foreign manufacturers, (0b) foreign currency devaluations, and (¢) inability 
or domestic producers to increase output sulliciently to supply even the domesti 
demand. 

One of the domestic wood-screw manufacturers, the American Screw Co., has 
recently established a small wood-screw plant in Santiago, Chile. 

t(ooperatio) hetireen domestic wind foreign pl MIUCOLS In 1926, five wou 
screw manufacturers in the United States formed the Export Screw Associat 
in an effort to promote the wood-screw export business.” The European man 
facturers had formed a cartel before World War I which was known as tl 
International Union of Wood Screw Manufacturers. From time to time, be 
ginning in 1930, the Export Screw Association and the European cartel ent 
into agreements or understandings. Apparently, the principal purpose of tl 
agreements or understandings was to bring about a reservation of the Un 


in existence On January 1, 1951, its members were 

tiantie rew Works, Inc the Southington Hardy 
he Eagle Lock Co the National Serew & Manufacturil the Nat 
Pheoll Manufacturing Co., and the American Screw Ce 
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States market to United States manufacturers and of 
European manufacturers. 

The ederal ‘Vrade Commission, by virtue of the 
the Webb-Pomerene Act (40 Stat. 516: U. S. © 
gation of the Export Screw Association in January 1! 
the Commission concluded from the record that cert: 


Lal ager ments m cle 


the European market t 


ferred upon 


livest 


done by the association may have been in violation of 
mission, pursuant to the provisions of the above-menti 
lowing recommendations (among others) that the Ex 
refrain in the future from: * : 

“(a) Undertaking or practice, such as the parti: 

Falu Works of Sweden, by means ot 
ship their products into the Unit St s are eliminated 
terminated or abandoned. 

“(b) Undertaking or agreement 
Union of Wood Screw Manufacturer means of 
agreed upon as the home market for the member 
importation of wood screws into 
vented. 

) Undertaking or practice, such as the 


ign competi 


-reeme 


International Union of Wood Screw Manufacturers, whet 
making of wood screws was purchased or sequestered 


atll 
manufacturers or potential manufacturers of wood screws 

‘(dqd) Undertaking or agreement, such as the agreement 
tion and Guest, Keen & Nettlefolds, I 


ot ‘mingham, 


competitor, whereby the export of wood screy 


United States and its territories and possessions 
prevented.” 

In a proceeding under the Sherman Antitrust 
by a United States District Court on March 
strained the Phillips Screw Co. and a number 
P lips type recessed hea ‘ 1} 
from directly or indirectly entering int 
ment, undertaking or arrangement 
ufacturer of this type of screw 

(1) To fix, establish, determi 

sale with respect either 
bo to allocate customers, mat 
6) to limit or prevent impo 
‘itories or possessions ; 
‘(4) to limit production throug 
‘(D) to restrict sales: or 


‘(6) to refrain from manufacturing 


fig) Channels 
to distributors 01 


il stores (including ‘ 
there are about 2.000 dis 
wood screws and sell them 
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the wood screws imported into the United States, including a large part of 
those from Japan, are imported through the port of New York. 

Pricing practices —Wood screws are customarily sold in the United States 
by both domestic producers and importers at United States manufacturers’ list 
prices minus specified percentage discounts. The list prices issued by the 
domestic manufacturers are identical and are changed infrequently. Separate 
price lists are used for sales in bulk, where the unit is 1,000 pieces, and for sales 
in packages, where the unit is a gross package. Separate price lists are issued 
for flat, round, or oval head screws in plain finish, and for flat, round, or oval 
head screws in plated finish. Separate price lists are also used for Phillips-type 
emaaad screws, Which are usually sold only in bulk. 

Changes in prices of wood screws are usually effected by domestic manufac 
turers and importers through changes in percentage discounts from the list prices 
These net prices vary from time to time. Discounts from list prices are usually 
quoted in the form of chain discounts (for example, 67-10-10) in which the 
second discount is applied on top of the first, the third on top of the second, etc. 
The entire chain of discounts, which is not always published, is usually allowed 
to only the largest customers. 

Comparison of prices of domestic and imported wood screws.—tThe prices at 
which wood screws of iron or steel were being sold in September 1951 by five 
domestic manufacturers and six important importers are shown in table §& 
For the purpose of simplification and to facilitate comparison, the prices, quoted 
in terms of percentage discounts from list prices, have been translated into 
dollars-and-cents prices for a particular size of flat-head slotted screws in plain 
finish. The great bulk of the wood screws sold are flat-head slotted screws in 
plain finish. The size screw selected, one-half inch long, No. 5 diameter, is on 
of the popular sizes of which large quantities are sold. The price differences 
for this size are typical of relative price differences for other popular sizes. 

The selling prices in September 1951, as reported by five domestic manufac 
turers, for wood screws of the size, style of head, and finish indicated above 
ranged from $1.78 to $1.98 per 1,000 pieces for screws sold in bulk, and from 
$0.292 to $0.524 per gross for screws sold in packages. The lower prices are the 
result of an additional 10-percent discount which is allowed to some of the 
larger buyers and is not always shown on the printed discount lists. Some of 
the importers claim that the lowest prices at which domestic manufacturers 
are selling wood screws in bulk are equivalent to $1.52 per 1,000 pieces for screws 
of the size and type referred to above. 

*For example, the current manufacturers’ list price on flat-head slotted steel screws i 
plain finish, one-half inch long, No. 5 diameter, sold in bulk is $6 per 1,000 piceces. 
chain discount of 67-10-10 applied to this type and size of screws is calculated as follow 
Deduct 67 percent of $6 or $4.02 from $6, leaving $1.98; then deduct 10 percent of $1.98 
jeaving $1.782; and finally deduct 10 percent from $1.782, leaving $1.604. <A chain dis 
count of 67-10-10 is equivalent to a single discount of 73.27 percent. 
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TABLE 8.—Woo0d screws of iron or steel: Se lling prices of domestic and imported 
screws in the United States in September 1951 for 5 domestic manufacturers 
and 6 importers 


(Prices of flat-head slotted screws in plain finis! ze, \5-i1 I N liameter 


Domestic manufacturer or importer mn DUK * I 


Manufacturer 
Manufacturer A ; S$] TR-¢ & ¢ 
Manufacturer B 1. 78- 1.98 | $0.2 0. 324 
Manufacturer C 
r 


Manufacturer D 


: on 94 
Manufacturer E_.. - a iS ' 
Importer 
Importer A 
Swedish screws to distributors 
English screws to distributors = 





English screws to United States manufacturer-users 
Importer B: Belgian, Swedish, Dutch, Austrian, and Japanese 
Importer C (Belgian screws 





Importer D (Belgian screws 24 
Importer E (German screws 1.14 g 
Importer F (German screws ; 
rhis type and size of screws is one of the popular sizes of which large quant ‘ 
differences for this size are typical of relative difference { prices for othe: r¢ 
? For United States manufacturers, ‘in bulk” usually means in quantitie 15,0 
item , 
Source: Manufacturers’ prices from the manufacturers; the lower prices 
jobbers for large-volume purchases. Importers’ selling prices were obtaine 


The selling prices (discounts from list prices) reported by the domestic man 
ufacturers as indicated above went into effect on December 15, 18, or 21, 1050 
Prices had declined during the period of s!ack business in 1949 and rose 
ward. According to one of the large domestic manufacturers, the 
about offset the previous decline. Ceiling prices on wood screws were fixed 
the Office of Economic Stabilization under the General Price Ceiling Regulat 
at the highest prices in effect during the base period December 19, 1950, to Jan 
uary 25, 1951, inclusive. Hence the prices that the manufacturers had insti- 
tuted in December became their ceiling prices. Information received from the 
five manufacturers canvassed did not indicate any price reductions since the price 
ceilings were established. One of the large importers, however, reports that 
some of the manufacturers have cut prices within the last 6 months 

The selling prices in September 1951 reported by six important importers for 
wood screws of the size and type indicated in table 8 ranged from $1.14 to $1.48 
per 1,000 pieces for screws sold in bulk, and from $0.18 to $0.24 per gross fer 
screws sold in packages. 

A number of the importers have reported that their selling prices have il 
creased in the past year. For example, the changes in price discounts offered 
by one of the large importers of Belgian screws, translated into dollars-and-cents 
prices for first flat-head, slotted, screws in plain finish, size one-half inch No 


5, sold in bulk are as follows: Per 1,000 pieces 
Prior to Sept. 15, 1950 Boe : $0. ST 
Sept. 15, 1950 to Jan. 15, 1951 i ; YTD 
Jan, 15, 1951, to Mar. 31, 1951 1.11 
Mar. 31, 1951, to June 6, 1951 te : 1. 26 
June 6, 1951, to Sept. 15, 1951 1. 24 


The reduction in the above selling price effective June 6, 1951 reflects the 
reduction in the United States import duty from 15 percent to 12% perce! 
ii valorem. The increase in the selling prices shown above amounts to 
13 percent. Another large importer indicated that whereas a year ago he was 
selling wood screws at prices that were about 20 percent below those of the 
domestic manufacturers, he is now selling wood screws at prices that are only 
10 percent below the domestic prices. 

Importers are experiencing increasing difficulty in obtaining supplies of 
foreign-made wood screws and this is reflected in higher prices paid for wood 
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screws purchased by them. ‘These increases are attributed to recently in- 
creased production costs of foreign producers, due mostly to the higher cost 
of steel which is reported to have doubled in Europe during the past year. 

The average markup, as a percentage increase over c.i.f. New York value 
(excluding duty), for wood screws sold by five important importers in September 
1951 ranged from 14 to 54 percent. 


COMPETITION BETWEEN DOMESTIC AND IMPORTED WOOD SCREWS 


Information obtained in this investigation indicates that imported wood 
screws are being sold in the United States at prices below those at which do 
mestic Wood screws are being sold. Notwithstanding the lower selling prices 
of imported wood screws, United States buyers generally prefer domestic wood 
screws. Many buyers regard imported screws either inferior in quality or 
not made eXactly in accordance with specifications (including styles and sizes) 
desired. Many buyers also prefer to buy domestic wood screws when available 
because they believe that the sources of supply of imported screws are temporary 
and unreliable, and that a switch from domestic to imported screws might 
jeopardize their ability to obtain supplies later from domestic manufacturers 

it has not been possible to assemble data on the difference between the prices 
at which any large number of lots of imported wood screws have been sold 
to distributors and other buyers and the comparable prices of domestic screws, 
nor has it been possible to get precise information on any changes in the relative 
prices of foreign and domestic screws that have occurred in recent years. In 
the light, however, of the somewhat indefinite but, nevertheless, general prefer 
ence of domestic users and distributors of wood screws for obtaining their 
supplies from domestic manufacturers, it seems likely that prior to mid-1950 
lower prices for the imported than for domestically produced screws of the 
same sizes and descriptions had been a matter of long standing. 

Comprehensive information on the comparative costs of producing wood 
screws of iron or steel in the United States and in foreign countries was 
not obtained in this investigation. The collection of such information would 
have been difficult and would have greatly delayed the investigation. More 
over, such information for recent months would be inconclusive in view of 
the abnormal conditions that have prevailed both in the United States and 
abroad As previously indicated, the manufacture of wood screws of iron 
or steel is generally the smaller part of the total business of the manufacturers 
involved: this fact presents difficult problems of allocating many items of Cost 
for which separate accounts are not usually maintained. Unit costs are greatly 
affected by volume of output, availability of raw materials, ete., which have 
been greatly intluenced by the special conditions arising from the present emer 
gency both in the United States and in foreign countries. Although foreign 
wage rates are probably much lower than those paid by domestic manufacturers 
of wood screws, it is reported that foreign wood screw producers have sub- 
stantially higher material costs than United States manufacturers 

It is understood that importers, like the domestic manufacturers, in the 
last 2 or 3 months have experienced a decline in orders for wood screws, and 
that an increasing number of cancellations or reductions of orders is being 
received by them. One of the importers reports that his stock of important 
screws are rising because of increased marketing difficulties. 

The future trend of United States imports and of the selling prices of im- 
ported wood screws may be determined by policies followed by foreign producers 
in selecting markets in which to compete. For example, it is reported that 
in the past some of the largest foreign producers of wood screws stayed out of 
markets, such as the United States, in which domestic producing capacity is 
more than sufficient to satisfy normal domestic demand for wood screws. Ip 
event such a policy were again followed by the larger foreign producers witb 
respect to the United States market when domestic production is more nearly 

balance with domestic demand, United States imports would probably de 
cline from their recent levels, 


Senator Caprnarr. At the present time, the band-instrument people 
are being hit very hard, because there is no import restriction. NPA 
has reduced band-instrument manufacture in this country to 30 per- 
cent of their normal production. 
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Therefore, our own band-instrument manufacturers are only al- 
lowed to make 30 percent of what they previously made and yet, 
all foreign countries are permitted to import into this country, un- 
limited amounts of band instruments, using the finest of nickel and 
the finest of strategic materials. 

In fact, they are using more nickel and more of those scarce mate 
rials in the manufacture of band instruments in these foreign coun 
tries, then shipping them into this country. 

The tariff has been reduced from 10 percent, down to 15 percent. 
Our own Government says to our own band-instrument manufacturers, 
“you can only make 30 percent of what vou did make,” and yet they 
permit the foreign nations to manufacture and ship over here, all they 
want to at a 15-percent tariff, using the same materials—nickel and 
other scarce materials—that they deny our own manufacturers the 
right to use. 

The end result is that the import of band instruments is getting 
to the point where it is practically running our own manufacturers 
out of business and if we continue this policy of restricting them to 
30 percent of their normal production, they will be out of business, 
because these foreign makers now are able to make better band instru- 
ments than the American makers, for the simple reason that they are 
permitted to use nickel and the best of materials, where our Govern 
ment is saving to our people, “now you get alone on 30 percent « f 
what you formerly used, and use substitutes.” 

li just will hot work. It might interest you to know that in the 
band-instrument field, for example, that foreign manufacturers are 
spending eight times as much money advertising foreign band instru- 
ments in the magazines in America as are our own manufacturers, and 
the goods are pouring into the United States. 


Mr. Chairman, I would like to place into the record at this point, 
along with Congressman Bailey’s testimony, a statement dealing with 
the band-instrument industry in America, and T would like later to 


place into the record letters dealing with the toy mal ufacturers of 
America. 
(‘The statement referred to follows:) 


STATEMENT OF C. G. Conn, Lip.: Cunpy-Brerronry Co., IN¢ 1’) r Co.. In 
PENZEL, MUELLER & Co., INC.: AND FRANK Hol : Co 
rHE PRESENT POSITION OF THE UNITED STATES BAND INS : 1 INDUS 


Severe restrictions on the use of strategic mate? 


national emergency together with the tariff policy of the United States Ge 


men have cooperated to bring the century-old United States nd instrument 
manufacuring industry to the brink of extinction 

This industry SI pplies and services such necessary edu | l nad 
morale-raising elements of our national life as the Armed | . ere 
and professional bands and ore tres. Of these there re appl 
36.000 in the United States During 1950 the industry employed 2.55% 
skilled workmen and its se les amounted to 819.655.0000 

The inevitable destruction of this industry is jn cated the ftremencd 
acceleration of imports of foreign-made band instrument n he United State 
due to the lowering of protective tariffs and the wholly deq 
of essential strategic metals to the domestic indust1 Hi 
tion Authority. 

Since the ensvetment of the Tariff Act of 1930 the Government progressis 
lowered the tariff on band instruments, from 40 percent ad valorem to 15 pet 


cent ad valorem under the present tariff. This tariff polis yas followed de 
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spite the well-known fact that 85 percent of the cost of manufacture of band 
instruments consists of cost of labor, and that the cost of labor to domestic 
manufacturers is from 320 to 530 percent higher than to any foreign manufacturer 
of band instruments exporting to the United States. This tariff policy of the 
Government has brought the greatest hardships and injuries to the domestic 
industry, even before the national emergency necessitated control and alloca- 
tion of strategic materials. It reduced the domestic manufacturers to producers 
on margin and required production cuts and suspending of manufacture by a 
score of manufacturers since imported instruments were now dumped on the 
domestic market at prices with which the domestic manufacturer could not 
expect to compete for long. 

Since 1939 the import of band instruments has risen 357 percent. In the year 
1939, an average prewar year, band instruments of a total value of $724,511 
were imported while the import of band instruments in 1951 amounted to a 
total of S2.586,976. 

The tariff policy of the Government places foreign manufacturers into a 
position to capture the whole United States market. Toward this end foreign 
manufacturers are engaging in an advertising campaign beyond imagination. 
It is sustained by their enormous profits realized from the United States market. 
Advertising space bought in trade magazines on behalf of these foreign instru- 
ments exceeds the combined advertising space of domestic-manufactured instru- 
ments by 850 percent. 

While the import of band instruments into the United States is wholly un 
restricted, at a tariff of only 15 percent ad valorem by virtue of the latest trade 
agreement, imports of United States band instruments into the countries which 
export band instruments into the Uuited States, is virtually impossible. These 
countries protect their own industry by the most restrictive import and cur- 
rency exchange restrictions, having their own economy foremost in their mind. 

The domestic industry is fully cognizant of the absolute necessity for imposing 
restrictions on the use of strategic materials in the interest of national defense. 
However, the domestic industry is unable to reconcile itself with the flood of im 
ports into the United States of foreign manufactured band instruments which 
contain an extravagant use of the very strategic materials which the domestic 
industry has had withdrawn from it. No decorative trim whatsoever may be 
used in the manufacture of domestic band instruments by direct order of the Na- 
tional Production Authority. The domestic manufacturers may not even enter- 
tain the thought of solid nickel parts. One need not elaborate on the sales appeal 
of a highly trimmed instrument, as well as the sales advantage of a lower price, 
in order to visualize what the domestic industry is required to cope with. 

This deplorable situation is severely aggravated by the NPA quota established 
for allocation of essential strategic metals to the domestic industry. For the first 
quarter of 1952, this industry has been allowed 35 percent of its base period usage 
of copper base alloys. For the second quarter of 1952 the industry's allocation 
was lowered to 30 percent. Since it cannot make any substitutions for the use 
of brass and nickel silver, the industry is forced to reduce its production by 65 
percent. It is not difficult to visualize that foreign manufacturers of band in- 
struments will absorb that part of the United States band instrument market 
vacated by the domestic industry, due to these restrictive allocations, as quickly 
as their capacity to supply the demand will permit. Moreover, the domestic in- 
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dustry will be unable to regain all or any portion of such market when the emer- 
gency is over. Imports should be limited to approximately the same level us the 
domestic producers production so that they both have a fair chance at current 
competition and a fair chance of regaining their markets after the emergency 

The complete lack of tariff protection for the domestic industry, the utter 
lack of restrictions or their enforcement in the use of strategic materials by 
foreign manufacturers importing band instruments into the United States, the 
rigid restrictions on the use of strategic materials applicable to the domestic in 
dustry, together with the further reduction in allocations of strategic materials 
presents a picture of ultimately disastrous consequences to this century-old 
domestic industry. 


THE EFFECT OF THE PROPOSED LEGISLATION 


The proposed legislation (S. 2791) merely sets up machinery whereby the 
domestic industry can be protected and be permitted to retain its relative 
competitive position as to imports during the time the domestic production 
of band instruments is being limited by allocation of the strategic materials 
by NPA. Nothing in the proposed legislation restricts imports so as to chang 
or improve the competitive position of the domestic industry. 

Moreover, the proposed legislation, nor any provision therein, does not I 
automatically so as to limit imports of band instruments. On the contrary 
limitation on imports of band instruments becomes operative only when 
domestic production of band instruments is limited by the allocation of strate 
materials by NPA and only when and if a substantial portion of the domestic 
band instrument producers apply to the United States Tariff Commission 
such limitation. 

It is grossly unfair and certainly most un-American to ask the domestic band 
instrument industry to substantially curtail their manufacture and not to expect 
foreign manufacturers of band instruments to bear a proportionate burder 
Certainly no foreign country, even the most friendly, could present any valid 
objection to the proportionate limitation of imports of band instruments 1 
same extent as domestic manufacturers of band instruments are curt 
the defense requirements. The proposed legislation limits imports 
instruments to 50 percent of the average annual imports during the calendar 
years 1947 through 1949. As pointed out above, the domestic industry has now 
been limited to 30 percent of its pre-Korean base period. Thus, the limitation 
of 50 percent on imports gives more than an even break to foreign manufacturers 
of band instruments. 

Any contention that section 7 (escape clause) of the Trade Agreements Exten 
sion Act of 1951 can provide relief is merely wishful thinking in view of the 
recent position taken by the United States Tariff Commission. The Commission 
has ruled that an increase in imports resulting from allocations by NPA does 
not result in an injury to domestic manufacturers directly resulting from the 
increase in imports as required for relief under section 7. To the Commissio! 
it is NPA which causes the injury and thereby prohibits the application of 
section 7. 

Only by the enactment of the proposed legislation can the ultimate destruction 
of the domestic band instrument industry be prevented 
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DEFENSE PRODUCTION ACT 
Senator Carenartr. The toy manufacturers are up against the same 


There is a convention of toy manufacturers being held in New York, 
at the moment. The American manufacturers have exhibits in 
hotel, and the foreign manufacturers have exhibits in 

The foreign manufacturers are able to offer, and are offering, sll 
toys anc better tOvs, because they are not restrict 
materials that they can use in them, although they are selling in 
competition with American manufacturers. 

The American people are hot volng to stand still for that sort of 
1 wage earnel 
America and permit his Government to restrict the manufacture of 
ites—restrict the use of materials in the Un ted 
tutes—and at the same time permit foreign nations to 
that are re stricted in the Unit | stat 
them into this country, and throw American worket 


} ‘ 
true when our own Government 1s taxing the 


American taxpaver to the extent of lions of dollars and CLVING ( 
money to those foreign manufacturers r the gvovel ( f thos 
foreign countries, To help their industry over there mal uta {lire il 
a lower price, As the (¢ OHNVTessSHIAT Sala a ome re 0 ny} le vees 
her ol c+ a ad 

iere Nake TWo, three, or Toul hie tie \ ( thy orks ri ntinose 


1 have in my district 14 glass plants. Nine of the ’ 
tur & hand elas . That is. ie ren 3 

li ls all hand-) nce, Cobalt e ba ‘ r 
olass. Ther cannot ei it. Al] if risa} ( 2 
a plain white glass. They cannot e ta ) ( ( = no 
part of the cobalt being allocated ¢t ion 1 ’ 
fre ze orders, While that situ On e@XISTS a ey } if t 
for coloring. thie foreign competitol ) \ Ke f : 3 
completely from them. They cannot eveh Conipel h ther 

All this would do would be to put an import quota on there t 
protect the \merican producer until such time that e can gel 
from under this handicap of a freeze order. 

Senator Carrnarr. They are supposedly allies of ours, and wi 
are giving them billions of dollars in what is supposedly a mutual 
cooperating enterprise. They ought to be roverned eXa thy by the 


same rules and reeulations as our own manufacturers. 
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In other words, if those strategic materials are needed, nickel and 
chromium and other things, if they are needed to the point where we 
must reduce the use by our own manufacturers to 30 percent, then 
we ought to pick up or get some strategic materials that these people 
in forei ‘ign countries are using in the m: anufs acture of these products. 

Senator Frear. We would like to get these things into the record 
that have been mentioned. 

Senator Carenart. I offer a letter from the Junior Toy Corp., of 
Hammond, Ind., and one from the Plume & Atwood Manufactur ing 
Co., of Waterbury, Conn. 

In order that there will be no misunderstanding whatsoever, Mr. 
Chairman, I have never owned any interest, either directly or in- 
directly, at any time, in any band-instrument manufacturing concern, 
and own none tod: ay. 

Senator Frear. Senator, I just cannot understand why you do not 
take a little bit of this free credit, as well as the credit that goes ‘for 
the Capehart amendment. 

Senator Capenart. I just wanted to make sure that it is known that 
this situation does exist. 

(The letters referred to follow :) 


JuNtor Toy Corp., 
Hammond, Ind., March 17, 1952. 
Hon. Homer E. CAPEHART, 
United States Senate, Washington, D. C. 

Dear SENATOR: Your bill known as S. 2791 is of great interest to the writer. 
As executive vice president of the Junior Toy Corp., of Hammond, Ind., [ am in 
hearty accord with the content of this bill. 

The Forty-ninth Annual American Toy Fair, in which we are, of course, pat 
ticipating, is currently being conducted in New York City. Throughout this 
10-day toy fair the manufacturers of this country, as well as the over 7,000 
buyers in attendance, have, of course, been vitally concerned with the availability 
of critical materials. In the meantime a separate fair is being conducted by 
foreign manufacturers in the nearby Clinton Hotel. The foreign exhibitors have 
on display a wide diversity of metal products in the toy field and have attracted 
many buyers, principally because of the lack of restrictions on the availability of 
their products. 

Our State of Indiana is among the top five States in volume of production of 
toys. My own plant currently employs 600 persons, a number of whom are now 
on war work. Lack of restrictions on foreign products could mean the loss of 
some accounts to these manufacturers of other countries. 

Neeedless to say, we are in wholehearted accord with your bill S. 2791 and 
wish to thank you at this time for your interest in this problem. 

Very truly yours, 
Junior Toy Corp., 
NoRMAN G. WINTERMANTEL. 


THe Prume & ATwoop MANUFACTURING Co., 
Waterbury, Conn., March 18, 1932. 
Hon. Homer E. CAPeHArt, 
United States Senate, Washington, D. C. 

Dear Mr. CarenHart: We feel, and trust that you will agree, that American 
industry is in a critical position due to the restriction of vital materials. This 
is an unpleasant fact and is made all the more disagreeable by the failure of 
the Government to provide protection against foreign competition at this tim: 

We want to go on record in regard to our feelings relative to the Defenss 
Production Act. 

If the Defense Production Act of 1951 is extended and is not allowed to expire 
as of June 30, we urge the incorporation of bill S. 2791, now before the Senat 
Banking and Currency Committee. Control must be established over foreign 
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competition so that irreparable damage will not be experienced later by the 
American manufacturer. 
We urge that you lend your effort toward adoption of this bill. 
Thank you for your cooperation. 
Very truly yours, 
THE PLUME & ATWoopD MANUFACTURING Co., 
RUSSELL F. JOHNSON, 

Senator Capenarr. In Elkhart, Ind., we have 17 band-instrument 
manufacturers, and they are being hurt badly. We manufacture a 
lot of clothespins in Indiana, and the ‘vy are being hurt badly. 

Indiana is a big manufacturer of toys and other things that are 
being hurt as a result of the Government cutting back our own manu- 
facture, reduci ing the amount of materials that they can have. Yet 
these foreign manufacturers are permitted, evide ntly, to use all the 
materials they want to ship into this country at a very, very low tariff 
and take the business aw: av from our own manufacturers who, because 
of a regulation or law by our own Government, are prohibited from 
using the same materials that our so-called allies in foreign countries 
seem to be using in unlimited quantities. 

That does not make sense to me. 

Senator Frear. Your clothespin companies in Indiana are willing 
to accept competition from the clothespin sal icturers in West 
Virginia ? 

Senator Caprnarr. Oh, ves: we are very fond of West Virginia it 
Indiana. 

Mr. Battry. May I say that a similar piece of legislation has been 
introduced by my colleague from West Virginia, Congressman Ram- 
say, and I am scheduled to appear before the House Banking and 
Currency Committee next week when they open hearings. 

Senator Frear. Congressman Bailey, I think iki committee is ap- 
preciative of your testimony here. 

May I just ask another question regarding the trade agreements. 
In response to an earlier question to you, I think you were most 
emphatic that the Tariff Commission cannot handle the problem that 
this bill Senator Capehart proposes will handle. 

Is that true? 

Mr. Bailey. They can handle it. but their action would be some- 
what arbitrary in that they would be exposed to function under normal 
conditions, and these freeze orders have created abnormal situations. 

Senator Frear. You do not think that the Tariff Commission ¢an 
handle it under an abnormal condition / 

When some other agency of the Government imposes a hardship on 
a company, you do not think the Tariff Commission can handle that 
problem when it has a bearing on imports ¢ 

Mr. Battery. Mr. Chairman, may I say to you that I talked rather 
frankly—I made the appearance and was the first witness at the hear- 
ing for the clothespin industry. 

Now. I said the intent of Congress was to bring relief to certain 
American producers whose businesses were being harmed by excessive 
foreign imports and that this escape clause was not what it should 
be and would not bring that relief and, if a way could not be found 
to bring relief to certain American industries, that [ was sure there 
were enough votes in the Eighty-second Congress to wipe the rec ipro- 

cal trade agreement off the | ooks, and I mean it. 
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Senator Frear. Iam also on the Finance Committee, which handles 
trade agreements. When the extension of the Trade Agreements Act 
came before the committee last year, there was considerable debate in 
the committee, especially between its chairman, Senator George, and 
Senator Millikin, regarding the Tariff Commission. 

Questions were asked of the Tariff Commission people—were they 
able to protect all industry under any amendments that had been put 
in the then Trade Agreements Act in the extension of that act? 

I think the record will bear out that in the hearings the Tariff 
Commission indicated to the committee they could handle all of these 
problems. 

Mr. Bairey. It was my thought that they could do it, but the wood- 
serew people submitted their case and got turned down. 

I have the case of the clothespins pending now. I am going to re 
serve my decision as to whether they do or do not have authority or 
whether they are just passing the buck. I will see what they do in 
the Cc ‘lothespin ense, 

Senator Frear. I think that answers my question, Are they trying 
to pass it on or are they really doing what they said they could do in 
the hearings on the extension of the Trade Agreements Act / 

Mr. Batmtey. Thev are not going to escape their responsibility in 
the case that Th ave before the ‘nh if I can preve nt it. 

\long a it same line T have filed a supplemental brief. and they 
have accepted it and made it a part of the original record. with the 
thought that they might try to do the same thing they did in the 
wood screw ease. 

Senator Frear. Of course, Delaware does not manufacture any 
band instruments or any clothespins that have springs in them, but 
we do have a manufacturer of clothespins that do not require spring 


I imagine he ought to be doing a pretty good business right now 


f all of his are cut out of wood. 

Senator Frear. Senator Sparkman has come in, and [ know he will 

ant to take over here. 

Mr. Barney. It is a pleasure to appear before you. It is a more 
cordial reception than I vot before the last Senate committee I ap 
veared before. 

Senator Frear. It was not this committee, was it ? 

sAmmeEY. It was one having to do with foreign relations. 
Thank vou very much. 
(Congressman Bailey’s prepared statement follows :) 


‘LEVELAND M. BAILry, A REPRESENTATIVE IN CONGRESS FROM 
rHE STATE OF WEST VIRGINIA 
Mr. Chairman and gentlemen of the committee, for the purpose of the record, |! 
am Congressman Cleveland M. Bailey, of the Third District of West Virginia. 

My primary purpose in making this appearance is to plead with this committee 
to consider favorably an amendment to the 1951 Defense Production Act, which 
the Congress has heen requested to extend for an additional period of 1 year 

The Capehart amendment, copies of which have been supplied to the members 
of this Committee, is in the nature of an amendment to section 101 of the Defense 
Production Act by adding a new subsection to be known as subsection (bd). 

The adoption of this proposed amendment would materially relieve the hazard 
that now threatens many domestie¢ producers in the State of West Virginia. Tam 
sure that the same threat of injury exists to domestic producers in all of the 
other States. 
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This proposal merely sets up machinery whereby a domestic industry, when 
needed, can protect and maintain its relative competitive position with imports 
while the domestic production of the article is being limited by NPA allocations 
of materials. 

There is nothing in the proposal to restrict imports in such a way as to change 
or improve the competitive position of domestic producers. Actually 
imports, 

There is nothing in the amendment that would in any way limit the imports of 
any raw material or the imports of any product or article made therefrom whiel 
the Secretary of Defense certifies as essential to the security and defense needs 
of the United States, 

There is nothing in the bill which operates automatically to limit imports lt 
provides for a limitation only when the American production of a product is 
limited by raw-materials allocations by NPA and oniy when and if a substantial 
portion of the American producers of such article or product applies to the Tariff 
Commission for such limitation. It is assumed that the Tariff Commission would 
determine the substantial portion on the basis of unit volume or dollar volum 
production rather than the number of producers Presumably, where i 
shown to the Tariff Commission that a majority of the An 
volume, did not desire the import limitation, it would not be 
such a limitation. 

The proposed amendment adopts the fair procedure at 
operation thereof which the NPA carefully uses and ; 
maintain the relative competitive position between different 
product in a given American industry It certainly would 
prohibit one producer of X commodity from further producti 
time permit his American competitor to continue production 
market Obviously, the first American producer would be 
part of his market after the emergency is over 
American producer were limited more seriousl) 

The same fair principle should be applied 
competitive relationship between an Aimeri 
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after the emergency is over 

One of the objections which will be made by 
we should not deny the consumers of a product 
Hiowever, it is certainly fair and the Americat 
national defense equally among all of the citizer It 
call for a cut-back in the production of a certain art 
terial therefor is required for defense purposes certain! 

should bear the burden along with, and equ 


iit 


it must be recalled that all Americans who 
oducers No person long consumes unless he also 
erossiy unfair and un-American to ask any given Ame 
sumer group to give up his product for the benefit of the defense effort 
ask other groups of producers and consumers to bear 
} | 


if ‘) in the ad i 
il “Ch It il Pema liet 


If our defense needs require a © 

‘product, certainly our allies and partners in defense sl 
their production. However, this has not always been the 
even though they may cut back the production of suc 
an exception for its production and export to the United 
gaining and retaining the United States market by unfai 
hot suarantee and certainly cannot force any other country 
duction cut-backs even though they may be drastically need 
However, it is only fair to protect our own producers who 
most to national defense and mutual defense. 

Certainly no foreign country, even the most friendly, could 
obiection to our proportionately limiting imports to the s 
American production of an article is cut back by the defense 


proposed amendment proposes to limit imports of articles m : 
materials to only 50 percent of the pre-Korean base-period imports while 
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American producers of nondefense articles requiring allocated materials are 
limited to substantially less than 50 percent. 

Articles using steel are limited to 50 percent, and most articles using copper 
and aluminum are limited to 30 percent or less; those using nickel are limited 
to less than 20 percent or entirely prohibited. The limitation of 50 percent on 
imports gives more than an even break to imports. In the case of defense items 
American producers usually get more than the above-mentioned percentages in 
order to encourage greater production ; and in such cases, upon the certification 
of the Secretary of Defense, this proposed amendment would place no limit upon 
imports of any article or product needed for the defense effort. 

I am the sponsor of the escape clause which was written into the renewal of 
the Reciprocal Trade Agreements Act last year. The object of this escape clause 
was to provide that domestic producers be given an opportunity to prove to the 
United States Tariff Commission that their business was being injured by for- 
eign imports. This escape clause is now section 7 of Public Law 50 of the Eighty- 
second Congress. 

The intent of the Congress was that domestic producers suffering from too 
much foreign competition would be able to get relief. This was particularly true 
of domestic producers who were being denied the use of certain critical materials 
needed in the defense effort. These people were being driven out of business and 
their domestic market taken over by foreign-made goods because they were un- 
able to compete due to their inability to buy these critical materials, 

The domestic producers of wood screws carried their case before the United 
States Tariff Commission alleging injury under the Reciprocal Trade Agreements 
Act and asking for relief under section 7 of Public Law 50. They were denied 
this relief and told by the United States Tariff Commission that their troubles 
were due not to the trade agreements but to the action of the National Produc 
tion Authority in allocating to the defense effort certain materials which the 
domestic producers needed in order to carry on their business. 

If the United States Tariff Commission is correct in their interpretation it is 
vitally necessary that a large segment of American industry needs the produce- 
tion afforded by this amendment in order to prevent their being driven out of 
business. 

The best illustration of how these freeze orders in critical materials are injur- 
ing domestic producers is the case of the Wallace Corp. now pending before the 
Tariff Commission. The Wallace Corp. manufactures spring clothespins. There 
is a freeze order bn wire tempered steel needed in the manufacture of these pins. 

Last October this company was given an allocation by the National Production 
Authority, of 76 tons of this highly tempered steel wire. They were also given 
an allocation for the first quarter of 1952 an additional allocation of 76 tons. 
To date under both allocations they have received only 23 tons of steel. They 
have, in the meantime, in order to keep their plant operating and supply jobs for 
400 workmen, been buying highly tempered steel wire from Belgium and paying 
$13.05 per hundredweight. Had they been permitted to buy this steel wire at 
home the domestic price would have been only $7.40 per hundredweight. They 
are on the verge of closing down their plant because their profits are not high 
enough to stand the losses in the price they must pay for steel. 

This legislation is not a new idea. The producers of agricultural products in 
this country are protected by quotas which place a limitation on foreign imports 
of agricultural products when these imports interfere with the acreage alloca- 
tion and the production procedures outlined by the Agriculture Department. 
This exemption for the farm people will be found in section 122 of the Agricul- 
tural Production Act. 

I sincerely hope that it will be the wisdom and pleasure of your committee to 
accept this proposal in order that countless numbers of small producers will not 
be driven out of business 


Senator SpaARKMAN (presiding). We have Congressman Andresen 
of Minnesota and also Senator Dworshak of Idaho. 

Does either one have any particular urgency? Mr. Andresen has 
been here, or was here first. 

Senator Sparkman. I am just suggesting that you two work it 
out between you. 

We are glad to have Congressman Andresen with us. I have a 
suspicion the Congressman may be interested in section 104, 
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STATEMENT OF AUGUST H. ANDRESEN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 


Mr. Anpresen. Mr. Chairman, my name is August H. Andresen. 
T am a Representative of the First Congressional District in Min- 
nesota. I have been a member of the House Committee on Agricul- 
ture for more than 25 years. In this capacity I have worked for 
the interests of all branches of agriculture without any sectional 
or politics al prejudice. This is the first occasion that I have re- 
quested the opportunity to appear before the Senate Banking and 
Currency Committee during my service in Congress and 1 want 
to thank the chairman and the members for giving me this privilege. 

I would not be here today if it were not for the many misleading 
half-truths that have been shana to your committee and to the 
press, on the situation with reference to section 104. I would not be 
here today were it not for the fact that many of our diplomatic 
representatives of the United States, after they have gone to the 
countries to which they have been appointed, appear to be the repre- 
sentatives from that country and not the representatives of the 
United States. 

I am here to urgently request the reenactment of section 104, which 
deals with import controls of dairy products, fats and oils and other 
products, as a part of the Defense Production Act. This section of 
existing law is vital to the economy of our country, both as to pro- 
ducers and to consumers. 

No other provision of existing law, whether it be section 22, 
of the Agricultural Adjustment Act, section 101 of the Defense 
Production Act, or the protective provision of the Reciprocal Trade 
Act, can serve the needed purpose intended and accomplished by 
the provisions of section 104, notwithstanding the arguments to 
the contrary by the State Department, the Secretary of Agriculture, 
certain importe rs and a certain national farm organization. 

In urging the reenactment of section 104, I will deal specifically 
with dairy ‘produc ts; although the other products covered in section 
104 are of great importance to certain sections of our country and 
Vital to our entire economy. 

The products of the American dairy farmers are the principal 
sources of food to supply the vital needs of American consumers. 
Those who seek to further injure—and I say “further injure”—the 
dairy industry of this country by inviting unlimited imports of for- 
eign dairy products, apparently do not realize that they are advo- 
cating an unsound policy that will accelerate the liquidation of milk 
cows on the American dairy farms and decrease the supply of dairy 
produe ts for consumers. 

The milk cow population has decreased around 4,300,000 head since 
1945. During the same period the human population of the United 
States has increased around 20 million persons. The milk-cow 
population should have been increased to have kept pace with the 
human population in order to provide abundant ee of milk, 
butter, cheese, and meat, for American consumers at reasonable prices. 

Unless the present trend is changed within a few years, American 
consumers will shortly be paying premium prices for milk and other 
dairy products. Failure to reenact section 104 will encourage un- 
limited imports of foreign dairy products and discourage the produc- 
tion of dairy products in the United States. 
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I might state here, in view of what Congressman Bailey has said, 
that as far as tariffs are concerned, they mean little or nothing today 
under the devalued foreign currency. Devalued foreign currencies 
have in fact wiped out our tariffs, virtually from all the countries in 
the world, so tariff protection provided under the Rec iprocal Trade 
Act means little or nothing to American producers. 

Congress has enacted a support-price program for American pro 
ducers. Butter, cheese, and other dairy products are properly covered 
in this support program. At the present time, support price on but 
ter is 66 cents a pound, and on cheese, 56 cents. This is 86 percent 
of parity. A new support price will be announced shortly by the De 
partment of Agriculture, which I understand will be 90) percent of 
parity, or will make it about 68 a pound for butter, and 38 cents a 
pound for cheese. That announcement should come before the end 
of the month. 

Now I am interested in the support program for all agricultural 
commodities. Our Committee on Agriculture, in the House, helped 
put through that program and we believe that under existing condi 
tions in this country, the support program is one that should be main 
tained until conditions become more normal in this country and until 
a time when we can have adequate tariff protection for the commodi 
ties that come into the United States. 

In 1950 under the support program, the Department of Agriculture 
purchased 125 million pounds of butter which was 7 percent of do 
miestic production, and Loo million pounds ot cheese which was }) pel 
cent of our domestic production, These products have now been sold 
or given away by the Government. 

I would like to point out here to the committee what happened to 
these Government-owned surplus dairy products. 

In 1949 the Government purchased 114 million pounds of erade-A 
butter at 60 cents a pound. In 1950 it purchased 127 million pounds 
at 60 cents a pound. In 1951, its purchases were very small. But the 
total purchases of butter by the Government, because the domest i: 
price went down to the support price, Was 242 400.000 pounds, 

This butter was disposed of by the Government in the following 
manner: They resold 142 million pounds to the domestic trace. They 
pron ided 19,200,000 pounds for school lunches under section 32. Thi 
lialian Government purchased 5.000.000 pounds at 15 cents a pound 
from the Commodity Credit Corporation, butter that cost 60 cents 
a pound, 

Under the authority which the Department of Agriculture has, they 
also distributed 37 million pounds to foreign countries as a eift and 
T want to read to you the foreign countries who got this butter. 

Senator Carenarr. Did they sell it to them or give it to them ? 

Mir. ANDRESEN. They gave it tothem as a gift and that was at a time 
when myself and others were advocating that we should use this 
butter in the United States and at least turn it over to the Army so 
that our soldiers could eat butter instead of oleomargarine. 

Senator SpaARKMAN. What date was that? 

Mr. Anpresen. Well, I have been urging that for a long time. 

Senator Sparkman. No: I mean this. : 

Mr. Anpresen. This covers a period from January 1949 to Decem- 
ber 1951, and these exports of gifts of butter that were sent out of 
the country was in 1950 and the first part of 1951. 

Senator Carenarr. That is 37 million pounds. 
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Mr. Anpresen. 37,900,000 pounds. 

The largest recipient was Israel which received 18,800,000 pounds 
or a little more than half of the entire quantity. This was in 1950. 

Senator Carenarr. At what price / 

Mr. ANpreseN. It was given away. It was a gift. 

Yugoslavia received a gift of 11 million pounds of butter. Ger- 
many received a gift of 5,400,000 pounds. Italy, 1,100,000 pounds. 
That was in addition to the 5 million pounds that they purchased at 
l5centsa pound, they got 1, 100,000 pounds as a oft. 

France got 500,000 pounds, Trieste got 300,000 pounds, and then 
there were 500,000 pounds that were given to various countries, mak- 
ing a total of 37,900,000 pounds. 

Senator Carrnmarr. Was that given under the ECA program? 

Mr. Anpersen. No; the ECA program had nothing to do with 
that. That was given by an act of Congress in 1950, authorizing the 
Department of Agriculture to dispose of surplus commodities which 
the Government owned. 

Senator Carenarr. Either by sale or gift? 

Mr. ANpresen. Yes: by sale or gift. 

Now from 1949 to 1951, the total purchases of cheddar cheese 
amounted to 135,300,000 pounds. Thirty-three million pounds were 
sold back to the domestic trade. 

The U. N. Chinese fund received 13.500.000 pounds of cheese. The 
United Kingdom was given 55,100,000 pounds. That was sold to 
England at 15 centsa pound at the time when the retail price level was 
b> cents a pound inthe U nited States. I tried to vet the De ‘partment 
of Agriculture to sell some of this cheese ba k into the domestic trade, 
because the wholesale dealers were willing to buy virtually all of i 
above the cost of it to the Government, which was from 30 to 33 cents 
per pound. 

Senator CAPEMART. Do you happen to know how nuch England 
sold that cheese at, to its own people ¢ 

Mr. Anpresen. I tried to find out if they sold any of it back in this 
country but I could not find that out. They made a good profit on it 
because the British did not elve it away and whether they sold it in 
England or to some other country, they certainly made a profit on it. 

Senator Carrmarr. In other words, you have no way of knowing 
whether or not the English people were given the butter that we gave 
to the British Government / 

Mr. Anpresen. No: 1 am satisfied that it was sold tothem. Under 
the M: ashi: all pli th the food, ori un, cotton, al na tobacco and other items 
are eiven, as a eilft, to ree ipie nt vovernments, and each vyoverhment 
sells the produce ts to their pe ople. 

Now on cheese, the foreign distribution was. Israel received 4400,- 
OOO pounds as a gift: Ge rmany, 3200000 ; France, 300.000: Greece 
100,000: and v: sta Alaa amounts in the total of 8.5 million pounds. 

Now on dry-milk solids, which is milk powder, the Government 
purchased in 1949, 1950-51, 730 million pounds. Eighty-nine million 
pounds were sold back to the domestic trade. Eight million pounds 
were sold to Latin America. School lunches received 20 million 
pounds. The UN Chinese fund, 202 million pounds: International 
Relief Agency, 100 million pounds. To the United States Army in 
Japan, 2 2? million pounds. To the United States Department of State 
for Y ee ia, 15 million pounds. 
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Senator Capenart. That was sold, though ? 

Mr. Anpresen. Yes; that was sold. 

Senator Caprnartr. At what price? 

Mr. Anpresen. Well, I do not have the figures on the sale. It was 
negotiated contracts but apparently it was paid for in some manner. 

Now the ECA in Greece got 11 million pounds. Japan got 75 mil- 
lion pounds. Israel negotiated for 6 million pounds: China, 800,000 
pounds; the Philippines, 114 million pounds: the Danish Government 
vot 71 million pounds of milk powder. 

Senator Capenarr. The Danish Government / 

Mr. Awnpresen. The Danish Government. Now I succeeded in 
getting the price that the Danish Government paid for that, afte: 
some difficulty. That milk powder cost our Government between 10 
cents and 13 cents a pound. The Danish Government purchased that 
75 million pounds at 2.5 cents a pound. I asked them what they did 
with it, because I assumed they used it as feed for their dairy cattle 
to produce more milk which would make more cheese and butter 
to ship into the United States, and I was not very far off on my con 
clusion. 

Now on the donations of milk powder, Germany received 31 million 
pounds; Israel, 26 million pounds—these are gifts—Yugoslavia, 25 
million pounds: Italy, 15 million pounds; Japan, 6 million pounds: 
Austria, nearly 8 million pounds; Egypt, Syria, France, China, India. 
Formosa, Iran, French Morocco, Palestine, Trieste, and several other 
countries received the balance, making up a total of 126 million 
pounds that was given away. 


Purchase and disposal of butter under the dairy price-support program, Januar: 
1949 through December 1951 


Million 


> on ant 
pounds Percen 


Purchases: 
1949—Grade A 62 cents per pound, grade B 60 cents per pound 
1950—Grade A 60 cents per pound, grade B 58 cents per pound 
1951—Grade A 66 cents per pound, grade B 64 cents per pound 


Total purchases 


Sales: 
To domestic trade _ " 
To domestic school lunch and sec. 32 outlets__- 
To Italian Government at 15 cents per pound 


Total sales__- 


Donations: 
Domestic distribution 
Foreign distribution: 
Israel 
Yugoslavia 
Germany 
Italy... 
France. 
Trieste. . ‘ ; 
Other and unspecified 


Tota) foreign distribution _- 
Total donations - - - 


Total sales and donations ? 


1 Approximately 10,000,000 pounds of butter were purchased prior to July 27 at 59 cents per pound for 
grade A and 57*eents per pound for grade B. 

2 No butter remaining in inventory. Difference between purchase and disposals due to contract toleranc: 
which permitted deliveries slightly greater or Jess than contracted quantities. 
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Purchase and disposal of Cheddar cheese under the dairy price-support program, 
January 1949 through December 1951 


Purchase 
1949—Grade A 3154 cents per pound 
1950-— Grade A 31 cents per pound 
1951— Grade A 36 cents per pound 


Total purchases 


Sales 
To domestic trade 
To U. N. children’s fund 
To United Kingdom at 15 cents per pound 
To ECA—Greece 


Total Sales 


Donations 
Domestic distribution 
Foreign distribution 
Israel 
Germany 
France 
Greece 
Italy 
Austria 


Other 
Total foreign distribution 
Total donations 


Total sales and donations 


Purchase and disposal of nonfat dry milk solids under the dairy 


price-support 
program, January 1949 through December 1951 
l ] 4 f 


Purchases 
1949 
Jan.-Aug., 1214 cents per pound spray, 11 cents per pound roller 
Sept.-Dec., 1254 cents per pound spray, 1142 cents per pound roller 


1949 total 


1950—1214 cents per pound spray, 1044 cents per pound roller 
1951—15 cents per pound spray, 13 cents per pound roller 


Total purchases 


To domestic trade 

To trade for export to Latin America 

To domestic school lunch and sec. 32 outlets 

To U.N. Children’s Fund 

To international relief agencies 

To U.S. Army, Japan 

To U. 8. State Department, Yugoslavia 

To ECA, Greece 

To ECA, Netherlands 

To Japan Government 

To Israel Government 

To China Government 

To Philippine Government 

To Costa Rica Government 

To Danish Government at 24% cents per pound negotiated price 

15.7 

- Total sales 
30.8 


100. 1 Sales data for 1951 preliminary, subject to revision 
? Less than 50,000 pounds. 


and for 
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Purchase and disposal of nonfat dry milk solids under the dairy price-support 
program, January 1949 through December 1951—Continued 


Million 
pounds 


Donations 
Domestic distribution 
Foreign distribution 
Germany 
Israel 
Yugoslavia 
Italy 
Japan 
Austria 
Egypt 
SVria 
France 
India 
China 


Formosa 


I have specifically discussed Government purchase and disposal of 
surplus dairy products under the support program because one sig- 
nificant purpose of section 104 is to prevent Government buying of 
such commodities, which are produced in the United States. I do not 
want the Government in business of any kind if T cam help it. How 
ever, when the market price for dairy products goes down to the 
support price level, the Government is cee to buy domestically 
produced butter. cheese, and other dairy products. This was done in 
1949, 1950, and 1951 as outlined in the above tables. 

Senator CareHart. In other words, if we permit too many imports 
of dairy products to come in here, then our own Government will be 
forced under the support law to go out and buy up the surplus, and 
then they will be turning around and giving it away and patties it 
at low prices, such as vou have just indicated ¢ 

Mr. ANDRESEN, We will have another potato scandal where our 
Government spent around $400 million to support the price of pota 
toes, destroyed then l in this country, took the m out of cireul: ation, 
order to provide a very substantial market for potatoes grown 
Canada. 

[ do not blame the Canadian people for taking advantage of a good 
situation because the support price without any restrictions on im 
ports supports becomes the price level for the e ntire world. Tf yr 
104 is eliminated, it literally invites foreign producers to ship all « 
their commodities to the United States under the support price nt 
gram. and the eveeenane: we © forced to buy domestically pro 
duced butter, cheese, and other products, and the foreign eat 
will take the market here. 

You just cannot get away from it and it is my estimate that if 
section 104 is not retained as a part of the law. we will see between 
300 and 400 million pounds of foreign-made butter and cheese, to say 
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nothing of the fats, oils, peanuts, and the other things, dumped on 
our market and the price level in this country will be forced down to 
the support price and the Government will be buying the domestic 
butter, cheese, and other commodities and the foreign production will 
take our market. 

Senator Capenart. Then we will tax the American people to get 
the money to buy them. 

Mr. Anpresen. Yes, and then we will give it away to foreign coun- 
tries and for other purposes in the world. 

Senator Carpenart. If we do what we have done in the past we 
will be giving it back to the same people, like Denmark, who will be 
shipping their products over here. 

Mr. ANpresEN. Well, the historic market for Denmark has been 
England and the European Continent as far as dairy products are 
concerned, but Denmark has a contract to supply Enol: nal with butte) 
at around 36 cents a pound. Our present support price is 66 cents a 
pound, and I cert: ainly do not blame the Danish butter and cheese 
producers—and T have a little Danish _ a my system, too—I do 
not blame them for taking advantage of : vod business deal. 

It is the same with blue cheese over whiel h we have had so much 
publicity. 

Senator Carenart. In other words, they would rather sell in the 
United States at 50 to 60 or 66 cents a pound than they would to 
England at 36 cents. 

Mr. Anpresen. Well, certainty. 

Senator Carenarr. I would, too. 

Mr. A NDRESEN. And, of COUrSse, they like Ou; dollars. One of the 
arguments used by proponent: of the repe | ot section 104 is t | at these 
people must have our dollars. Sure, I can find P len ity of pee? le in the 
United States who want American dollars, too, Here is as heme that 
is being considered by the State Department and t] 9. Department of 
Agriculture, that we must let these imports come im here so we can 
provide dollars, taking dollars away from the American people. I 
just does not make sense to me. 

Now if the American taxpayers want to stand for spending S. 
S600 million to support the price of butter and cheese, then 
different thing but I do not want to. 

Senator Carrnarr. You can go one step further and say they 
if vou deny the Danes the right to get American dollars through sel 
their butter and cheese over here, then by some strange stretch of the 
Imagination queer thinking, I call it—they say, “Well, we have got 
to tax the American people and get dollars and go back over there and 
g ive it to the Danes.” 

Mr. Anpresenx. You are right, Senator. 

Another thing most oe do not consider—and TI pity 
these people who are advocating the discontinuan ; of sect . ° 
they do not realize what effect it will have upon the production o! 
dairy products in the United States. 

] will not go into the subject of oleomargarine, but T will say to my 
good friend from Alabama—and I have been a supporter of most of 
the legislation advocating from his State, except oleo—the per capit t 
consumption of butter has gone from 1614 pounds down to 9 pounds, 
which it is estimated it will be this vear. 
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Senator SparkMAN. I wonder if you would give us a comparative 
figure on the consumption of oleo during that time? 

“Mr. Anprrsen. Oleo has gone up from around 2 pounds to 7 pounds, 
and I would not be a bit surprised this year, Senator, but what the 
production of oleomargarine in the country would be about the same 
as butter production. It has not helped the cotton farmer. 

It was advocated by your good friends over in the House and my 
good friends, that if we would permit the oleo industry to color their 
product vellow, so they could gener ally sell it all over the country 
to look like butter—and the fight was all over the color yellow—that 
they would get more for cottonseed oil. There would be a better 
market and better price for it. What happened? Well, the price of 
cottonseed oi] went from around 23 or 24 cents down to around 11 or 
12 cents a pound and that is where it is, today. 

So the cotton farmers have not been helped, but it has injured their 
friends, the dairy farmers. 

You know you have a wonderful dairy industry beginning in your 
State and all throughout the South. It is very vital to the economy 
of the South. I have tried to encourage it. But the end result has 
been, Senator, that our dairy farmers have gotten discouraged, par- 
ticularly in the surplus-producing areas. They have sold off their 


dairy herds. In my district alone we have 100,000 less milk cows now 
than we did 7 years ago. 

Senator Ives. They are still selling them. 

Mr. Anpresen. They are selling them because it is not advantageous 
to stay in the dairy business where you must sell your surplus “milk 
for manufacturing purposes. I predict if we cannot change this 


present trend and increase the cattle siidleticns or the milk-cow 
population of this country to keep pace with the human population, 
we will soon have a situation here in a few years, where our good con- 
sumers will be paying 30 cents a quart for milk, and premium prices 
for butter, and that is one reason today why they are paying such a 
high price for butter and milk. 

We are now going into the flush season for the production of milk, 
butter, and other dairy products. A considerable amount of these 
dairy products should be placed in storage to be sold during the short- 
production season by the trade. If section 104 is not reenacted the 
Government will become the buyer of the surplus butter at the support 
price and also the storer. Without section 104 our domestic market 
will be flooded with unlimited amounts of foreign butter and cheese 
at a little under the support price. This means that the Government 
will acquire tremendous amounts of domestically produced butter and 
foreign production will take over a substantial portion of the domestic 
market. It just does not make any more sense for butter or dairy 
products than it did with potatoes. We repealed the potato support 
law. 

Senator Ives. Now we have not any potatoes. 

Mr. Anpresen. I do not know but what the potato producers are 
happy. 

Senator Ives. You cannot get any in the stores, can you ? 

Mr. Anpresen. You cannot get any in the stores because of OPS. 
They had a regulation which kept the potatoes back in storage 
throughout the country where they were produced ; stopped the flow 
of those potatoes in the market for 60 days and the prices went up 
and now it is virtually impossible to get them. You know, potatoes 
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do not keep very long, but we are getting in new potatoes now, com- 
ing in from Alabama, so we will probably get some of those. 

Senator Ives. Do you think this was done for the advantage of 
Alabama ? 

Mr. Anpresen. No, I do not think so. 

Senator SparkKMANn. I want to say that I imagine those potato 
growers down in Baldwin, Ala., were just as much in favor of the 
potato program as those in Androscoggin County in Maine. 

Mr. ANpbrRESEN. Section 104 seeks to prevent the operation of the 
support program when it comes to butter, cheese, other dairy prod- 
ucts, fats and oils, because we want these commodities to pass through 
the normal channels of trade without any Government interference 
or without any Government purchases. 

Section 104 will do that for the commodities mentioned in the bill, 
and that takes in peanuts, too. 

It has been said that section 104 was mandatory and that the 
ry of Agriculture—and he appeared before this committee, 

r his Under Secretary, Mr. McCormick, appeared before this com- 
alien and said this law was mandatory and not discretionary. I 
want to read you the order that they issued on August 9 when they 
put the import controls on cheese. 

In the first place the Secretary of Agriculture decided that no com- 
mercial imports of peanuts, peanut oil, butter, butter oil, nonfat, dry 
milk solids, linseed oil or flaxseed would be permitted. He put a 
complete embargo on these products because he said it would injure 
domestic production. 

Mr. McCormick signed the order and you have probably seen a copy 
of it here dated August 9 and taken from the Federal Register. He 
said it would injure the production of those commodities in the United 
States. 

But then he deviated from the principle established there, on cheese 
and casein. He said that when it came to these products it was nec- 
essary to put them under imports controls because it would impair 
or reduce domestic production if he did not do so. 

Secondly, he said it would interfere with orderly domestic stor- 
ing and marketing of cheese, or result in any unnecessary burden or 
expenditure under any Government price-support program. 

Those were the findings of the Department of Agriculture. I 
cannot understand how Mr. McCormack can come here now and 
state that the law is not discretionary. ‘Those were his findings, which 
were reiterated again for the first 6 months of 1952, because this 
law expires on June 30. 

Then they come before you and tell you that it is all right to go 
ahead and repeal section 104. He states that they can use section 
22 of the Agricultural Adjustment Act. 

Well, if they want to wait a year or two before it goes into opera- 
tion—because dealing with these commodities which are not perish- 
able, you have to go through the President and the Tariff Com- 
mission and T have yet to find a decision of the Tariff Commission 
that took less than 1 year. I want to seek to prevent the damage 
that can be done with the adoption of section 104, by maintaining 
reasonable import controls over which the Secretary of Agriculture 
has complete discretionary control and power. He was the one who 
fixed the base period of 1948 and 1950, on imports of cheese. We did 
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not do that here in Congress. The law does not specify it but he 
said that if you would limit the imports to that base period, that 
then it would not impair domestic production, it would not inter- 
fere with orderly market in this country and would not jeopardize 
the support program. So he exercised that discretion to show that it 
was not mandatory. 

Then he went further. He took a commodity which none of 
thought about and that was casein, which is also a product of milk. 
He limited imports of casein to the year 1950 as the’ base. Nobody 
had thought about that and he showed his further discretion there 
to take in that commodity. So he does not come before your com 
mittee with very good grace when he urges the repeal of section 104, 
or the discontinuation of that act as part of the law because of his 
claim that section 104 is now mandatory. 

Senator Ives. Does he think that the t: ixpayers are going to hold 
the bag in allthis deal? It may not hurt the dairy farmers too much, 
asuming the Government will take the byproducts at a fixed price, 
which will enable them to produce, but after all, who holds the bag, 
the taxpayers’ Do they not? 

Mr. Anpresen. The dairy farmers, with the dairy prices and the 
demand for meat, and since the dairy farmers furnish about 40 per 
cent of the meat that is consumed in the United States, they will get 
rid of their dairy cows when butter goes down to the support price 
program. 

Of course, you in the milkshed areas are situated in a different con 
dition than we are. 

Senator Ives. No, we have great surpluses in our area too. 

Mr. Anpresen. I know, but you know we only get about $3.80 a 
hundred for milk. 

Senator Ives. That is on fluid milk, but it is the blended price our 
people get, though. It is not the fluid price our people get. 

Mr. Anprreen. But it will affect the entire economy of the country. 

Senator Ives. That is right. 

Mr. Anpresen. It will increase the price to the consumers because 
the support program will hold the price up and nothing will be sold 
and foreign imports will come in here and they will be sold at some 
where near the support price. 

Senator Carenartr. Are you going to place in the record that Me 
Cormick statement which appeared in the Register? Would you like 
to put that in the record at this point ? 

Mr. Anpresen. I would like to have the opportunity, Mr. Chair 
man—TI am talking extemporaneously here—I would like to have the 
opportunity of preparing it more in sequence and submitting it for 
the record. 

Senator SparkKMAN. We would be very glad to have it. 

I believe there is a time limitation of tomorrow. We are trying 
to close this record tomorrow in order that we may have the printed 
hearings available for the committee’s use next Wednesday when ave 
start marking up the bill. Do you think you could get it to us to 
morrow ¢ 

Mr. Anovresen. Well, I would just like to conclude on one other 
item, if I may. 

Senator Carenartr. There is no limit on your testimony at the 
moment. 
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Mr. Anpresen. I will try to get that over here tomorrow, yes sir. 

Senator Carenart. There is a limit as to when you can put some- 
thing in the record. ‘That expires tomorrow. 

Mr. Anpresen. Of course, if the entire membership of the commit- 
tee was here, | would not need to have it in the record. 

Senator Carenartr. | would like to see that McCormick statement 
vO in the record. 

Mr. Anpresen. I will give that to you. 

(The order referred to follows :) 


DFO 8 
Determination 
August 9, 1951 
DEPARTMENT OF AGRICULTURE 


PRODUCTION AND MARKETING ADMINISTRATION 
TITLE 32. NATIONAL DEFENSE APPENDIX 


CHAPTER XVI—PRODUCTION AND MARKETING ADMINISTRATION, DEPARTMENT OI 
AGRICULTURE 


[Import Determination Re DFO-3] 
DETERMINATION RELATING TO IMPORTS UNDER DEFENSE PRODUCTION AcT 


Pursuant to the authority yested in me by section 104 of the Defense Produc- 
tion Act of 1950, as amended (Public Law 774, Sist Cong.) as amended, it is hereby 
determined that imports (other than by the Government of the United States) 
into the commerce of the United States of the commodities and products here- 
inafter listed, except as herein specified, would with respect to each such com- 
mouity or product (a) impair or reduce the domestic production of a commodity 
or product specified in said section 104 below present production levels, (b) in- 
terfere with the orderly domestic storing and marketing of a commodity or prod- 
uct specified in said section 104, or (c) result in an unnecessary burden or ex- 
penditure under a Government price-support program 

Commodities and products subject to the foregoing determination are as fol- 
lows: 


Butter ;? 

Butter oil: ? 

Casein or lactarene, and mixtures in chief value thereof, n. s. p 
Cheese ; 4 

Flaxseed (linseed) ; 

Flaxseed screenings, Scalpings, chaff or scourings : ® 

Linseed oil. and combinations and mixtures, in chief value of su 
Skimmed, dried milk (nonfat dried milk solids) 

Peanuts (blanched, roasted, prepared, preserved) ; ° 

Peanuts (shelled, not shelled) ; 

Peanut oil (ground nut oil) ;? 

Paddy rice; 

Uncleaned or brown rice; 

Cleaned or milled rice ‘ 

Cleaned Patna rice tor use in canned soups 5; 
Rice meal, flour, polish, and bran; ! 

Broken rice: ? 

Rice starch. 


1 


Class No, 0044,000 

‘ommeree Import Class No, 1423.200, 

‘ommerce Import Class No, 0945.000. 

‘ommerce Import Class Nos. 0045.100 to 0046.990, inclusive. 
( 
{ 


! Commerce 
t 
t 
‘ 

‘ommerce Import Class No, 2233.000. 
‘ 
t 
‘ 


» Import 


‘ommerce Import Class No, 2945.000, 
‘ommerce Import Class No, 2254.000 
‘ommerce Import Class No, 0041.100. 
‘ommerce Import Class No. 1380.080 
‘ommerce Import Class Nos. 1367.000, 1368.000. 
‘ommerce Import Class No. 1427.000, 
‘ommerce Import Class No. 1051.000 
‘ommerce Import Class No, 1051.100. 
‘ommerce Import Class No, 1053.000. 
‘ommerce Import Class No, 1054.000. 
‘ommerce Import Class No, 1059.100 
‘ommerce Import Class No. 1059.200, 
‘ommerce Import Class No, 2815.100, 
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Importations of the listed commodities and products, subject to Government 
regulation under the following conditions, will not have any of the effect 
specified in section 104 of the Defense Production Act: 

(a) Imports of casein or lactarene and mixtures in chief value thereof, 
n. s. p. f., in a quantity not in excess of the quantity imported during the year 
July 1, 1950, through June 30, 1951 ; 

(b) Imports of any type of cheese in a quantity not in excess of the average 
annual imports of such type of cheese during the period January 1, 1948, through 
December 31, 1950: 

(c) Imports of registered or certified flaxseed, peanuts, and rice for planting 
purposes only and in accordance with applicable laws and regulations; 

(da) Imports of flaxseed screenings, scalpings, chaff or scourings primarily 
for stock feed purposes and containing not more than 2 percent (by weight) 
of whole flax kernels and not more than 15 percent (by weight) of whole and 
broken flax kernels; 

(e) Imports of not more than 500 metric tons of rice starch by June 30, 1952 
for industrial use only, and imports of brewer's rice; 

(f) Imports of the listed commodities and products under authorizations issued 
under the Agriculture-Import Order (14 F. R. 3701, 4660; 16 F. R. 1118) or 
Defense Food Order No. 3 as originally issued (16 F. R. 6889, 6622) ; 

(g) Imports of the listed commodities and products as samples or gifts or for 
personal use where the value of each consignment or shipment is less than 
$25.00; 

(h) Imports of such amounts of the listed commodities and products as may 
be required to avoid unnecessary or unreasonable hardship and as may be re 
quired to assure equitable treatment for small or new business. 

(Sec. 704, Pub. Law 774, Sist Cong., as amended) 
Done at Washington, D. C., this 9th day of August 1951. 
©. J. McCorMIck, 
Acting Secretary of Agriculture. 

Mr. AnpreseN. Many statements have been made about dairy ex- 
ports exceeding dairy imports by 214 times. ‘These figures on imports 
are undoubtedly correct, but it does not take into consideration that 
the American people have paid the bill for at least one-half of our 
exports. 

Now, that is not going to continue because I think Congress and the 
people have just about reached the limit in being taxed to pay for 
things that are shipped out of the country and given away. 

Some mention has been made of our tremendous amount of agri- 
cultural exports during the past few years. Secretary McCormack 
mentioned that our exports on farm seeeettiee were running around 
something over $3,000,000,000 a year. That is undoubtedly correct, 
but he fails to state, and so do the whee witnesses, that American tax- 
payers, through the ECA Marshall plan, have paid $5,244 million 
to pay for those products, to give them away; that is, between April 
3, 1948, and November 1951. 

I just want to cite a few of these items that have been paid for by 
the American taxpayer. Bread grains, taking in wheat and other 
bread grains, $1,662 million; cotton, $1,433 million; tobacco, $451 


million. 

Now, tobacco is a fine thing and I like it. Certainly it is not as 
important as food or dairy products. 

There are a good many other items. I just mention those because 
I think it is significant to show that the American people have financed 
the exports of these commodities to be given to foreign countries for 
the foreign governments to sell or dispose of to their people. 

Senator Carenart. We give them both the material and the money. 

Mr. Anpresen. Yes, sir. 
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Now, let me say this in conclusion, that if section 104 is properly 
administered, it will permit reasonable imports of dairy products and 
the other commodities, fats, and oils and products covered by section 
104, without destroying our domestic production or injuring our 
American economy. 

The State Department, the Department of Agriculture, and the 
President, by urging the discontinuance of section 104, are deliberately 
injuring the domestic dairy industry and hurting the consumers of 
the United States. The end results will be higher prices, as I have 
said before, for dairy products to consumers, and an additional tax 
burden for American taxpayers. 

I feel it my duty to protect all segments of our American agricul- 
ture, and I therefore urge the reenactment of section 104, for a 3-year 
period, as a part of the new Defense Production Act, because this 
type of legislation should not come up every year. Either our pro- 
ducers are entitled to this protection or they are not. The quicker 
we know it, the better off the country will be, and they would like to 
know it this year if they could get the information. 

The enactment of this section will encourage increased dairy pro- 
duction, provide for orderly marketing and storing of processed dairy 
products, and prevent the Government from acquiring large quanti- 
ties of domestically produced dairy products, fats, and oils, and other 
commodities. 

To me the reenactment of section 104 is vital to the future of both 
consumers and producers in our American economy. 

Mr. Chairman, there is a lot more that I could say, but my colleague 
Senator Dworshak would like to be heard, and I do not want to take 
all the time here. 

However, I have lived with this problem of agriculture for 25 years. 
I am not an expert. It is my endeavor and always will be, to protect 
the American farmers so that they can produce in abundance and 
provide the necessary food and cotton and tobacco and other things to 
the people at reasonable prices. 

We will not need any OPS if the farmers are permitted to do that. 

Thank you very much. 

Senator Carenarr. You have made a very fine statement, Mr. 
Andresen. 

Senator SparKMAN. You made some reference in your statement to 
one certain farm organization, As a matter of fact, I am sure you 
know that Mr. Allan Kline, speaking for the American Farm Bureau 
Federation, included in his testimony some reference to section 104, 
and if I remember correctly his argument was based on this. I do 
not care for any lengthy comment: maybe vou have seen his state- 
ment and know about it. 

Mr. Anpresen. I did. I saw the letter also. 

Senator Sparkman. I believe he said while it might have some 
significant effect on a segment of the American agriculture, on a 
short-range basis, yet looking at it from the over-all agricultural 
interests of the country on a long-range basis, he thought that section 
104 should be repealed. That in the long run even the segment it 
might adversely affect on a short-range basis would profit from it. 

Mr. Awnpresen. I have a lot of confidence in Mr. Kline and his 
org ranization, but I sharply disagree with him on the position that 
he t took before this committee. 
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The Minnesota Farm Bureau also disagrees with him, and the farm 
bureaus from several other States, which information I believe has 
already been presented to the committee. 

Mr. Kline has stated, as a result of a letter he received from the 
President, that he would favor repeal of section 104 provided that 
section 22 would be implemented and put into operation immediately, 
Well, the President gave him that assurance. I do not rely on that 
assurance because IL know how difficult it is to get legislation through 
Congress, or speedy action by any agency. 

In other words, speaking in the vernacular of the street, I want 
to stop the damage before it is done. If we have to wait for the 
administration to use section 22 to place an embargo upon these 
imports, such as they can do immediately under section 104, then all 
of the damage will be done before it ever goes into operation, and I 
do not think there is any question about that. T just think Mr. Kline 
is mistaken and furthermore this matter was taken up at the annual 
meeting of the Farm Bureau that was held in Chicago, I think, in 
December. No action was taken at the Farm Bureau meeting on 
Section 104. 

There was heated discussion in the resolutions committee on it, and 
no definite action was taken on it. In other words, it was a hot potato 
and they dropped it, T am told. 

I recognize that Mr. Kline and his organization is a Nation-wide 
organization. They have interests all over the country. He is trying 
to do a good job to ti ake care of all of them. However, in trying to 
do that job I do not want him or the Department of Agriculture or 
the State Department or these importers or exporters to begin their 
liquidation of our dairy industry as the first illustr: ation of what the 
Truman Administration will do to establish free trade for the United 
States. We just cannot take it with our standard of living. 

If we want to go down to the standard of living of the other 
countries in the world where the wages are a fourth of what we have 
here in this country, well, the American people better find it out and 
pretty quick, 

Senator SparkMAN. You mentioned the reduction in the cow popu 
lation in your congressional district. Has there been a decrease, 
country-wide / 

Mr. Anpresen. Yes. Since 1945 the cow population has decreased 
from 27.700.000 head to 23.440.000 head. That is about 4.300.000 
head decrease. We should have more dairy COWS, 

Senator SparkMAN. That has been gradual over the period? Tas 
it been continuous or has it gone ine ve les? 

Mr. Anpresen. Well, you know one thing that has hurt us and 
helped it. they talk about “guns or butter”—I do not know why they 
do not talk about “guns and oleomargarine.” 

The decrease in the cdi airy popul; ition has gone down r% ipidly since 
1945 and we are now at the lowest point that we have had, I think 
probably in the last 15 years, when we should be increasing our milk 
cow population to keep step with the increase in the human popu 
lation. 

Senator SparkMANn. Now, this thought comes to my mind: I saw 
in an article the other day—you were talking about cattle production 
down in my part of the country and, of course, as you know it is com 
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ing right along—TI noticed that in recent years—TI think it said in 15 
years, ‘the cotton acreage in Alabama had dropped by 62 percent, but 
we are still producing almost as much cotton as we did. 

I am wondering if there may be something to that with reference 
to milk and butter? 

Mr. Anpresen. Due to the feeding of high-protein feed and the 
production of better milk cows, the production of milk has remained 
fairly constant over the last few vears. Tlowever, the per-capita con- 
sumption of milk has gone down to the lowest point in many years. 
Butter consumption has dropped from 1615 pounds per capita to 9 
pounds in the past 12 years, but we must have more and a better grade 
of milk cows in order to supply a rapidly growing population with 
an abundance of milk and dairy products at reasonable prices. I 
recognize that in Alabama better farming practices have been em- 
ploved in the production of cotton which have materially improved 
the vield on a smaller acreage. During the past 2 vears you have 
also been urged to increase your acreage for cotton production in 
Alabama and other cotton States. 

Senator SparKMAN. Almost, but not quite, We used to produce 
slightly over a million bales and now we produce slightly under a 
million bales. I would say it would not vary over 150,000 to 200,000 
bales from year to year. 

Mr. Anpresen. And you are producing many peanuts down here 
and this section 104 protects peanuts, cottonseed, and peanut oil and 
any other edible fat or oil, so your State also comes under section 104. 

We have. of course, mechanized our farms in the country and you 
have done that toa great extent in your State. 

We are shipping mechanized equipment to Iran and other coun- 
tries, and IT have seen a lot of our tractors and mechanized equipment 
rusting in different countries. When I was over in Germany to go 
over the Marshall-plan countries last year, I found some of our agri- 
cultural experts over there with whom 7% am well acquainted. I met 
them at that swell place called Gutberghof that the State Department 
is maintaining, and I said, “What in the world are you boys doing 
over here?” 

They said, “Well, we are over here trying to get the farmers to use 
tractors in Germany.” 

I said, “Do you mean to tell me that you are trying to get these 
farmers who operate 3 or 4 or 5 or 20 acres to use tractors, where they 
use one horse and the whole family is out working on the farm ?” 

“Well, not exactly.” 

Tsaid,“Well, what are you doing then ?” 

They said, “We are trying to get some of the bigger farmers to 
use tractors.” 

Now, those farmers over in Germany—and I visited scores of farms 
there—the y are product ing twice as much per acre as we ever thought 
of producing here in the United States; and it is hand work and they 
have the labor to do it with; and they need the fertilizer from the 
animal that they have in order to fertilize the land. 

The people over there resented this interference of these ten- or 
fifteen-thousand-dollar professionals who are paid by the American 
taxpayers to have a good vacation and go over and tell those people 
what to do. 


96315—d52—pt 
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The quicker we can pull out of there and let those people get back 
to production without interference from our experts, the better off 
they will be. 

I think the point IV program has done some good in many coun- 
tries. Mr. Dodd’s program in foreign agric ulture—I visited him and 
went over his work—he does not spend very much money. But they 
are out teaching those people what to produce and how to work, try- 
ing to give them some modern methods. 

Senator Carpenarr. If we have to run the world, we must tell every- 
one what to do, when to plant, and what to plant and what to do, 

Mr, ANnpresen. I never found as much resentment against the 
American people in 4 years’ time as I found over there in Europe 
this time. 

Senator CarpreHarr. Would you not resent it too if someone came 
in and tried to run your life and tell you what to do and what not 
to do? 

Mr. Anpresen. Of course I would. There was only one country 
where I found a little appreciation; I will not mention the country, 
but we probably poured in a couple of billion dollars there. I took 
a trip out through the country for a whole day. I saw the people. 
They were not working on the farms; they were sitting at these little 
sidewalk cafes drinking wine and just t: king around 10 or 11 o'clock 
in the morning, so I stopped and I said to the driver, who could speak 
the language, “Ask these people why they are not working.” 

He a ked that question of one and put his hands out like this and 
said, “Why, Uncle Sam is taking care of us.” 

[ asked him what they were going to do here when Uncle Sani 
could no longer afford to take care of them. 

He said, “Well, then we will go Communist.” 

Senator SparkMAN. Thank you very much. 

Senator Dworshak. 


STATEMENT OF HENRY C. DWORSHAK, A UNITED STATES 
SENATOR FROM THE STATE OF IDAHO 


Senator Dworsnak. Mr. Chairman, I want to associate myself with 
the comments and remarks of Representative Andresen of Minnesota 
concerning the advisability of retaining section 104. 

I was interested in the references to the position taken by the Amer 
ican Farm Bureau Federation and its president, who obviously thinks 
that it may be wise to single out the dairy industry and make it th: 
scapegoat in order to make more American dollars available abroad 
with which to buy other agricultural commodities. 

I may state that in my own State of Idaho where we have a ver) 
influential Farm Bureau Federation at the State level, and the loca! 
level, many dairymen are members of that organization and the var 
ous cooperative dairy organizations, all of those groups interested | 
the dairy industry have taken the position that the industry should 
not be disrupted by the elimination of section 104, and the safe 
guards which it affords for the industry. 

Now, my main interest at this time is to urge the adoption of tli 
amendment providing that no ceilings shall be established or mai) 
tained under this act for any fresh fruit or vegetable. 
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Of course, we recognize that while we are engaged in an extensive 
preparedness program we face no grave national emergency so far 
as the production, distribution, and consumption of fresh fruits and 
vegetables are concerned. 

I think you have already had testimony from several witnesses, in- 
cluding Mr. C. W. Kitchen, executive vice president of the Fresh 
Fruit and Vegetable Association, urging that there be adopted an 
amendment. in the act to the effect that no ce “iling shall be established 
on any fresh fruits or vegetables. Iam not going into detail on his 
statement. 

Senator Carenart. If the Senator will yield, you, of course, know 
that there is no ceiling at the moment on any of them, except potatoes ? 

Senator Dworsnak. I will get around to that. Thank you. 

Senator CaPpenart. Therefore, evidently if they have not seen fit 
to have a ceiling up to this time, it would certainly indicate that there 
would be no need for one in the future. 

Senator Dworsnak. That is right. I think the e Xper lences that 
we have had in the past year, involving only price ceilings on potatoes 
would indicate that there is no need for granting such extreme powers 
to any agencies in the executive department of Government. 

I had intended to go into some detail on the question of potatoes 
because, as Senator Capehart has indicated, that is the only fresh 
vegetable upon which price ceilings have been placed by the OPS. 

I should like to point out that when CPR No. 113 was issued on 
January 5, by OPS, to become effective on January 19, the potato in 
dustry | its representatives from the congression: ul delegation had 
protested for many weeks because it was contended that such price 
ceilings would be arbitrary and discriminatory. 

There are no floors or price supports currently for potatoes and so 
it would seem unwise to place any ceilings on an important commodity 
like potatoes when there are no floors. Of course, the members of this 
committee recall the somewhat disastrous experiences we had in sup- 
porting the prices of potatoes for 4 or 5 years when the cost to the 
Government was almost half a billion dollars. In the year 1951 those 
price supports were eliminated and the potato industry was on its 
own. 

Therefore, to that extent, with the industry operating without any 
supports or minimum prices, it does seem quite arbitrary for OPS to 
step in and attempt to place ceilings upon the c ommodity. 

There may have been some justific ation for such action if any 
tangible, worth-while results were to be accomplished. Anybody 
who has checked on the potato market knows that most of the potatoes 
from States other than Idaho are selling at about the same prices that 
prevailed back in December prior to the issuance of CPR-113. So far 
as Idaho potatoes are concerne dd, there ensued a loss of about 6 million 
to the Idaho potato industry when the prices were rolled back $1.40 per 
100-pound sack. I was active in protesting that action by OPS last 
January and I forewarned the OPS officials that the order could have 
but one result and that was to roll the Idaho potatoes out of the normal 
marketing channels into the black market. 
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It is interesting at that point to quote from a news article appear- 
ing on the first page of the Washington Post on March 15. Just two 
paragraphs with the heading: 


“Scarce spud is now top item in food black market,” by John W. Ball, Post 
reporter. 

Potatoes are scarcer than at any time in the last 20 years, Government officials 
reported yesterday. 

In fact, they are the chief food item in the Nation’s black markets. Office of 
Price Stabilization authorities raided 89 wholesalers in New York this week, 
reporting 15 violators of the price-control law. In most instances the violations 
concerned Idaho potatoes and tie-in sales, the wholesalers requiring purchasers 
to take certain amounts of other vegetables in order to get the spuds. 

Now, that, of course, bears out predictions made by myself and others 
when OPS was considering this price ceiling on potatoes. 

The result has been that the consumer has not benefited in any w: ly. 
Of course, it is not necessary to point out that if you cut the price 
of Idaho potatoes materially, if you roll them out of the legitimate 
stores and markets and they are not available, you have not accom- 
plished any worth-while purpose so far as the consumer is concerned. 

I challenge the OPS to justify the action which was taken under 
CPR No. 113. 

Senator C \PEHART. Is there a shortage of potatoes at the moment / 

Senator DworsHak. Yes. The potato production in 1951 was about 
100 million bushels under the production of 1950. ‘That was largely 
the result of eliminating the price supports on potatoes im the year 
1951. In the preceding years, many potato growers expanded their 
production in order to take advantage of the price support program. 
So in 1951, eliminating those price supports, the potato industry was 
gravitating to a more normal operating basis, with the result that 
growers returned to more normal acreages. 

Senator Capenarr. In other words, there were 100 million bushels 
less raised in 1951 than in 1950, 

Senator Dworsnak. That is correct 

Senator CarrHart. What is the total production ? 

Senator DworsHak. 430 million bushels in 1950 and 325 million 
bushels in 1951. 

Senator Caremarr. Do you remember 1949? 

Senator DworsHak. It was up around 400 million bushels, I think. 

Senator Carenartr. Do you remember the average for the last 20 
vears ¢ 
* Senator DworsnHax. No; I do not, but I think about 350 million 
bushels are necessary to take care of normal demands. 

Senator Carrnarr. And in 1951 we only raised about 325 million 
bushels? 

Senator Dworsuak. That is right. 

Senator Caremarr. What happened to all those surplus potatoes we 
had? 

Senator Dworsnak. In the preceding years ? 

Senator Carrnarr. Yes. 

Senator Dworsnak. Well, they had been _ ‘hased by we Gov 
ernment and shipped abroad at 1 cent a sack or destroyed or used 
for stock feed. 

Senator Carpruarr. How many bushels of potatoes do we import 
a year! 
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Senator DworsHak. I should say around 10 million bushels. Of 
course, the amount varies a great deal because of growing conditions. 
I wanted to point out that the reason we had only 325 million bushels 
in 1951 is partially the result of the poor growing weather. I think 
that the total production would probably have been 15 or 20 million 
bushels in excess of 325, if we had had normal growing conditions 
which we did not have in 1951. 

Senator Caremwartr. How much did OPS reduce the price of po- 
tatoes / 

Senator Dworsuak. In our State it rolled back the price about 
$1.40 per hundredweight. 

Senator Carprmartr. From what to what? 

Senator ee iK. From $5.35, which was the f. o. b. price to the 
dealer or shipper in Idaho, in December, about the first of the year, 
to $5.95 in a price- ceiling order. The prices ot potatoes in 
Maine and New Jersey, New York, and other States were rolled back 
in most instances only 10 to 25 cents pe r hundrecdtwe ig] it. 

In the case of Mic higan, the OPS price Was actu: lly higher. 

Senator Carenarr. When we were supporting the price of potatoes, 
what was the support price per hundredweight ¢ 

Senator Dworsuak. I think in 1950 it was 60 percent of parity and 
in preceding years it had been higher than that, probably as high as 
YU percent of parity. 

Senator Carruarr. Do you remember what it was per hundred 
pounds, in dollars ¢ 

Senator Dworsuak. I think it was around $1.25 a sack. or $1.50 
a sack in 1950, That is on a 60-percent-support basis. It had been 
higher in preceding years, when [ think they reached as high as 90 
percent of parity for their support program. 

We have indicated that practically nothing has been ac omplished 
in the way of benefiting the consumer. The net result of CPR 113 
was almost to completely a the potato industry, not only in 
Idaho, but throughout the Nation. 

I have here an interesting sidelight on this particular potato-ce ane 
order. I havea letter from the Simplot Produce Co. in Idaho. The 
operate, I think, eight warehouses, and their letter says: 

Enclosed find our half-page ad in the March 8, 1952, edition of our trade 
paper, the Packer, published in Kansas City, Mo. This ad has reference to 
the OPS ceiling imposed on potatoes, and we trust you will read it carefully 
and note the injustice and terrible damage to the honest businessman and the 
public generally. We have done our best to comply with the ceiling regulations 
on potatoes and as a result we have been hurt by being stuck with high-priced 
bag inventories, heavy loss of business and trade confidence, and last but not 
least, the loss of income to many of our employees. 

[ am going to ask permission to place this advertisement in the 
record, would like to quote from it just one par agri ph, again 
referring to the ad of the S Simplot Produce Co.. one of the large opera- 
tors in Idaho: 

To show vou what luck we have had in buying anything at or under the legal 
ceiling, from January 19 


when the OPS ceiling price order became effective— 


through March 1, our shipments hs ive heen 216 carloads with 14 to ship this 
week, that will give us a total of 280 cars and we are through for the season. 
Where did these 230 cars go? To our brokers in some 40 markets in the United 
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States, with no tie-ins and no extra quarters on the invoices and no joint account 
deals of any kind. We tried to allocate these 230 cars in direct proportion to 
our normal volume to each receiver. During this period of January 19, to the 
end of the season, under normal operating conditions, with no OPS control, we 
will ship about 800 cars. Let us say this year, on account of a somewhat short 
crop, we would have shipped 600 cars. That leaves us short 370 cars. 

Senator Capenartr. What happened to them / 

Senator DworsHak. Your speculation and conjecture is just as good 
as mine. Mine is that they went into the black markets, into the high- 
priced consumer areas, away from the small consumer who allegedly 
was to be the beneficiary of the OPS Price Ceiling Order 113. 

Senator Caprenart. In other words the black marketeer fellows 
went out and picked them up here and here and here and everywhere / 

Senator Dworsnak. I believe that. 

Senator Frear. You do not mean that a black market exists under 
OPS, do you? Isthat what you are saying? 

Senator Dworsuax. I do not know whether the Senator from Dela- 
ware was here when I started my remarks, when I pointed out that 
when we were protesting last January, when it was proposed by OPS 
to issue this order, that many of us predicted that the net result would 
be forcing most of the Idaho potatoes into the black market. 

The record now shows that that is exactly what has h: appened. 

Senator Frear. Then there is a black market in existence. I am 
sorry I was not here for all of your testimony. 

Senator SparKMan. The entire ad will be placed in the record. 

Senator DworsHak (reading): “We didn’t think it could happen 
to us, but we have been put out of business with a consequent lay-off to 
85 men in our 6 warehouses.” 

Because of the results of the OPS Order 113, we find one of the larger 
operators shutting down operations much earlier than the normal 
end of the season, and instead of shipping 800 cars from January 19, 
to the end of the season, they will actually ship only 230 cars. 

I have received, under date of March 14, in a letter from the ee 
Advertising Commission, from their Secretary Lee Heller, at Boise, 
copy of a resolution adopted by the Commission, March 10, eile 
that fresh fruits and veget tables be excluded from the National De 
fe hse Act 

[ shall not read that, but I merely ask permission to have it inserted 
at this point, in the record. 

Senator SparRKMAN. That will be done. 

(The resolution referred to follows :) 


RESOLUTION AS ADOPTED BY THE IDAHO ADVERTISING COMMISSION Marcu 10, Boise, 


IpAHo, RESOLVING THAT FRESH FRUITS AND VEGETABLES Br ExciupED FROM TH! 
NATIONAL DEFENSE AC' 


Whereas life, prosperity, and strength of a nation in peace or war depends 
npon ample supplies of food; and 

Whereas the law of supply and demand encourages increased plantings and 
forces prices down, while artificial limitations on profit vears will inevitably cut 
down production; and 

Whereas the Defense Production Act of 1950, section 402 (b) (2), provides 
that regulations will be invoked only if “(iv) It is practicable and feasible to 
impose such ceiling,” and “(v) such ceiling will be generally fair and equitable to 
sellers and buyers of such material or service and to sellers and buyers of related 
or competitive materials and services”; and 

Whereas fresh fruits and vegetables require extremely short growing and 
marketing period and hence in many instances are on and off the market befor¢ 
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ceilings can be installed or enforced, since nearly all fresh fruits and vegetables 
must be marketed at harvest and cannot be stored for any appreciable length of 
time; and 

Whereas the only attempt to place a price-ceiling regulation on fresh fruits and 
vegetables (white flesh potatoes), has proven confusing, unworkable and unen 
forceable; and 

Where as the ceiling prices on potatoes have promoted black markets, increased 
retail prices, disrupted regular marketing channels, forced many established 
shippers and receivers out of business, and lowered quality offered to consumers ; 
and 

Whereas fresh fruits and vegetables represent only a negligible part of the 
Nation’s food bill and hence the questionable effect on consumer does not war- 
rant the teriffic cost of applying and enforcing price-ceiling regulations; and 

Whereas price ceilings on some fresh fruits or vegetables and not on all would 
be discriminatory : Therefore be it 

Resolved, That the National Defense Act when and if reenacted in June 1952, 
the act shall exclude all fresh fruits and vegetables from ceiling price reg- 
ulations. 

IpAHO ADVERTISING COMMISSION, 
D. A. STUBBLEFIELD, 
Commissioner of Agriculture, Chairman. 

Senator Dworsuak. I am in complete accord with the resolution 
adopted by the Idaho Advertising Commission, because it has ex- 
pended many hundreds of thousands of dollars over the past decade 
or so, Which funds are derived from a collection made from the 
grower at approximately 1 cent per sack, to advertise and promote 
the consumption of the Idaho potato. 

Again, I want to stress that OPS order CPR 115, overnight, 
destroyed all of the effective work which has been done by the Idaho 
Advertising Commission in urging the consumer to use this premium 
product to the extent that the average consumer was willing to pay 
higher prices in order to get that particular commodity. 

Senator Frear. 1 will say this, that Idaho raises some pretty good 
potatoes. 

Senator Dworsuak. Thank you, very much. That is evidently 
what most of the consumers think, because they were willing to pay 
higher prices and that is probably one of the reasons that most of the 
potatoes have gone into the black market. 

Senator Frear. 1 wondered if that would not be a source of black- 
market action by having a product that was in demand like that? 

Senator Dworsnak. 1 presume that is correct, and that very state- 
ment by the Senator from Delaw are will corroborate my contention 
that the action taken by OPS in issuing that price-ceiling order rolling 
back the prices of Idaho potatoes $1.40 per hundred was arbitrary 
and discriminatory, to the extent that OPS shoul 1 not have such ab- 
solute authority over important industries like the potato industry. 

I have only a few more comments to make, gentlemen. 

[ have a letter from the Idaho Potato and Onion Shippers Associa- 
tion, a letter dated February 25, from which I will quote but two 
paragraphs. 

Che Idaho Shippers Association represents the large majority of fresh fruit 
and vegetable shippers in the State of Idaho and in Malheur County, Oreg 
At meetings held during the past 2 weeks— 


that is in the last 2 weeks in February— 


this Association has resolved to actively support the resolutions of the United 
Fresh Fruit and Vegetable Association adopted at Cleveland, in January of this 


year. 
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Another paragraph of this letter states as follows: 


Our experiences indicate emphatically, how impractical such regulations are 
All indicate that effective enforcement is impossible. The public welfare of 
Idaho and Oregon has been detrimentally affected. Public interest in the long 
run has cortainiy not been aided in any respect, Certainly other regulations on 
fruits and vegetables will be equally as confusing, disrupting, ineffective and 
contrary to the public interest. 

In conclusion, may I stress this point to support my contention that 
fresh fruits and vegetables should be exempt from price ceilings, at 
least until such time as we face a critical national emergency. 

By the very nature of perishable fruits and vegetables, prices flue 
tuate greatly. Fruits and vegetables must be marketed immediately 
instead of stored, like corn, wheat, cotton and other commodities, 
and so it is difficult to control or influence to any extent, the law of 
supply and demand and the normal marketing operations aifecting 
fruits and vegetables. 

I contend that Congress should not grant such unlimited authority 
to the executive branch. 

When we consider the main objective of the Defense Production 
Act—which is to increase production—if we are going to have infla- 
tion, it will result largely from an inadequate production. 

I think the members of this committee, which has done such fine 
work in drafting the Defense Production Act, realize your primary 
objective is to expand production, to encourage ni: ational industrial 
yroduction, because that is the best safeguard against the devastating 
inflation which would be just as much a threat as Red aggression from 
abroad. 

I therefore say to you, that unless you can eliminate some of this 
inequality and recognize that there are certain hazards involved 
producing fresh fruits and vegetables, which cannot be overcome by 
arbitrary and autocratic action by OPS, unless you can give assur 
ances to the farmers of our country, that while we have no floors, no 
minimum prices for their commodities, Congress will not arbitrarily 
say that OPS is authorized to place ceilings, so that the grower will be 
caught in that squeeze. If you eliminate the incentive of profit, then 
necessarily the grower is going to operate in a manner which will not 
give us maximum production of fruits and vegetables in this country. 

Thank you. 

Senator Frear. Do you believe in minimum prices, Senator ? 

Senator Dworsnak. Not on fresh fruits and vegetables, at leas 

I think again, to be consistent, if we recognize that we may have an 
overproduction of fresh fruits or vegetables which have to be marketed 
promptly, while there may be some necessity for the Government. to 
step in and to divert some of the excess production, that if it is not 
feasible for the Government to control this production. You cannot 
control nature and the weather, then I think when we argue that we 
should have no ceilings, we should also recognize that on fresh fruits 
and vegetables, we should not have supports or floors. 

Senator Frear. That brought out the question. A person may plan 
for an average production and due to favor: ible weather conditions 
or other things, he may get 20 percent or 25 percent over the estimated 
production and therefore, cause a serious surplus and the price really 
falls right out. 
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Senator DworsiaKk. May I say at that point, Senator, in 1950 when 
we had a bumper crop of potatoes, the price was depressed and the 
grower actually lost money in many nian inces, whereas in 1951, be- 
cause of poor growing conditions, we had an abnormally low yield 
with higher prices. But under those conditions the farmer naturally 
is able to recoup past losses in those bumper years and get more per 
hundredweight for his crop when there is a shortage. And so uniess 
you permit him to do that, when you do not support his prices in the 
bumper years, vou have to encourage the grower to equalize his annual 
returns, and thus make exceptional profits in those years when the con- 
sumer demand is in excess of supply. 

Senator Frear. It is your contention that the aver: age producer of 
vegetables and fruits, in many instances, makes it a lifetime occupa- 
tion. At least it is not 1 year at a time; they are in this business over 
a number of years, so the weighted average should give them a fair 
return. 

Senator Dworsuak. It involves many hazards. The grower who 
plants 10 acres or 60 acres every year knows ro some vears he is 
going to have de ‘pressed ] rices and in other Ver s high Cpe when 
there is an unusually nie demand for the existing supply. 

Again it is inconsistent for OPS to step 1 n and say that while the 
Government does not partic ularly care about losses in bumper years 
it will arbitrar ily : say, “You cannot recoup those losses in other years 
when there is a short supply.’ 

Senator Carenarr. Let us take this example. Suppose the normal 
ear is 400 million bushels of potatoes. Let us say 400 million 
bushels of corn, or anything, and let us say that due to weather the 
farmer only produces 200 million bushels. 

Now, 1f you are going to run his price that he got per unit on 
100 million bushels down to the same unit price on 200 nillion bushels 
then vou are going to freeze him. He is entitled to a bigger price 
on the 200 million per unit, per bushel or per pound than on the 400 
million and if you do not operate on that basis, then you break him 
because his operating costs are exceptionally lig 


h producing the 200 
million bushels. His operating costs are possible as great as they were 
to produce the 400 million. 

Senator Dworsnak. That is correct. 

Senator Carenarr. If you are Pong to say in every instance that 
he has to sell his 200 million bushels, per bushel, the same as he did 
his 400 million bushels, then you have just simply adopted a socialistic 
philosophy and you have killed the private enterprise system. 

Senator Dworsnak. And vou will not have any potatoes. 

Senator Frear. You would say that his income could be as much at 
200 million bushels as it would be from 400 million / 

Senator Carenarr. I do not sav his income ought to be as much. 
but I do say the Government ought not to interfere with his getting 
the natural price under the law of supply and demand. 

Senator Frear. In other words, vou do not want to have the pro 
ducer given a guaranteed income / 

Senator Carrnarr. Well,no. Tam primarily acorn grower. Now, 
his last year we had an average of about SO bushels to the acre or more, 
If we have a drought this vear, and we should only get 20 bushels to 
the acre, and if you are von &Y to ni ake us sell the 20 bushels per acre 
at the same si that you made us sell the 80 bushels per ac re—let 
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us say it is $1.50 per bushel on 20 bushels per acre, that is $30 to the 
acre. On 80 bushels it is $120 an acre. 

If you are going to do that and the Government is going to do that 
and OPS is going to do that, you are going to bankrupt and ruin ever y 
producer in “America. 

Senator Frear. That is true, but the same thing would work im the 
case of an oversupply too, Senator. In that instance there may be a 
county in Indiana that would have a drought that would not affect 
the over-all production in this country and yet the farmers in that one 
particular county might have to take a surplus price for a very low 
production where: as the rest of the country, of course, would be having 
“ normal situation. 

Senator CareHarr. You are reversing what this Government of 
ours and all the statisticians down here want to do. The y want to 
take the general average of everything in America to arrive at these 
prices and you want to limit it to sections. 

Senator Frear. No, I do not think I do. In my questioning back 
there where you wanted to know if the price for 200 million bushels 
would be the same as the 400 bushels—— 

Senator Capenartr. I do not think the farmer should get for 200 
million bushels what he got for 400 million bushels. Neither do I 
think he should be forced to sell per unit now, per bushel—if he grows 
only 200 million bushels as a result of weather—that he ought to be 
forced to sell it at the price at which he sold the 400- million-bushel 
crop, at the same unit price. 

Senator Frear. I do not think this committee should be taking the 
seat of the witness here. 

Senator SparKMAN. The witness deals with a perishable crop not 
capable of storage. 

Senator Dworsuak. That is right. Lam not unmindful of the con- 
sumer when I make this presentation because the consumer of po- 
tatoes is not forced to pay prices higher than he thinks is justified, and 
there are many substitutes for potatoes. We in Idaho, who produce 
the Russet, do not want people to use these substitutes. We want 
prices to be within the range of the consumer, but on the other hand 
we want to live under conditions which will enable the potato grower 
in Idaho to continue an average, normal production of potatoes, and 
that will in the long run be best for the consumer because if the price 
gets too high or the amount of potatoes are not obtainable, then we 
will face conditions that obtain today, that there are no Idaho »o- 
tatoes in most of the legitimate retail markets 

Senator Frear. From what I know of the Senator from Idaho, I 
ean agree that he is that type of a gentleman, and I must suspect. 
certainly, that the people of Idaho think that way about him also 

Senator DworsHak. Thank you. 

Senator SparKMAN. Mr. Andresen wants to add something. 

Mr. ANpREsSEN. May | have the privilege of revising my remarks in 
the transcript and including therein these orders and tables from 
which I read ? 

Senator SPARKMAN. You may. Of course, keep in mind that the 
record will be closed tomorrow in order to get the printed copy back 
for our committee next Wednesday, so if you can submit that to- 
morrow, we will appreciate it. 

Senator Capenart. It will be closed unless we hold it open. It will 
be automatically closed. 
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We are going to start Wednesday to write up this bill and we hope 
to have the printed hearings then. 
(The newspaper advertisement referred to follows :) 


WE Dipn’r THINK It Coup HArPEN TO US 


Bill MeCormick of Philadelphia in his address before the United Fresh Fruit 
& Vegetable Association Convention in Cleveland, January 30, 1952, said: 

“If price ceilings are placed on all fruits and vegetables, thereby creating 
scarcities, we have the choice of remaining honest and going out of business, or 
of becoming wretched sinners, liars, cheaters, and black marketeers.” 

How right he was you will never know. 

Inthe March t issue of the Packer, fF. H,. Vahlising says: 

“Idaho potatoes have been black marketed since the day the Government issued 
ts price control order.” Unfortunate but true 

The March 1 issue of the Packer also carried a news item as follows: 

“The tirm of J. M. McCauley & Son, specializing for many years in repackil 
and distributing Idaho potatoes, this week announced suspension of operations in 
Idaho potatoes due to inability to obtain supplies except at black market prices, 
in Violation of OPS ceilings.” 

The announcement was made by Frank McCauley who says it meat 
off the repacking force of 45 people at the big Brooklyn plant. 

Phis hurts whether it isin Brooklyn or Idaho. 


To Broke rs, Rece ivers and Jobhers of Idaho Potatoes Everviwhere in the United 
Ntates 


GENTLEMEN : On the date of the notice of the intended ceiling on Idaho potatoes, 
January 4, having anticipated a ceiling, we did not own over 10 cars that were 
unsold. Consequently the date of the ceiling, January 19, it Was necessary for us 
to start buying at the legal ceiling to originate any supplies 

To show you what luck we have had in buying anything at or under the legal 
ceiling, from January 19 through March 1, our shipments have been 216 carloads, 
and with about 14 cars to ship this week, that will give us a total of 230 cars and 
we are throuch for the season Where did these 230 cars go? To our brokers and 
jobbers in some 40 markets in the United States, with no tie-ins, no extra quarters 
on the invoices and no joint account deals of any kind. We tried to allocate these 
250 cars in direct proportion to our normal volume to each receiver. 

During this period of January 19 to the end of the season, under normal operat 
ing conditions, with no OPS contrel, we will ship about S00 cars. Let’s say this 
year on account of a somewhat short crop, We would have shipped 600 cars. This 
loaves us short 370 cars. Why? 

Simply because our ability to buy potatoes at legal ceiling at any of our six 
Warehouses has been negligible ever since the date of the order, and has steadily 
diminished until today it is impossible for us to buy either lump, packout, or field 
run at a price which will stay within the legal limits of the OPS order 

This is the reason that not only ourselves but many other good, reputable 
shippers (who have tried to comply with the order) find themselves with no 
supplies, and that is the reason that many reputable receivers and jobbers, who 
have depended on these dealers for their supplies, find themselves with no 
Idaho potatoes, 

The potatoes were here, as witnessed by shipments of more than 5,000 cars 
during February, and they will ship about 5,000 to 6,000 cars in March and April. 
Where they go nobody knows. 

We never thought it could happen to us, but we have been put out of business 
with a consequent lay-off of 85 men in our six warehouses. 

Being good Americans, we prefer to stay honest and go out of business for 
the balance of this season in preference to being unable to live with our families, 
our neighbors, and our conscience. 

Thanks for having been patient with us. July 10 will see us back with our usual 
volume of Blue Ribbons from Idaho and Washington State. 

Sincerely, 
SiMpLtor PRopuce Co. 
JOHN RAMBOSEK. 
FRANK BUTTNER. 


Senator SPARKMAN. The committee will stand in recess at this time 
until 10 a, m., tomorrow morning. 
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(Whereupon, at 12:20 p. m., the committee recessed, to reconvene 
at 10 a.m., Friday, March 21, 1952.) 
(The following were received for insertion in the record :) 


STATEMENT OF HtGu BuTLER, A UNItTep States SENATOR FROM THE STATE OF 
NEBRASKA 


In my judgment, the President’s request that the Butler-Hope amendment, 
relating to slaughter quotas be repealed, is extremely ill-advised, and I urge 
that the committee refuse to incorporate any such repeal provision in the pend- 
ing measure relating to extension of the Price Control Act. 

During the period in which slaughter quotas were imposed on cattle and hogs, 
it was shown conclusively that they destroyed competition in livestock markets, 
placed farmers at the mercy of buyers for the packinghouses, and disrupted 
normal operations 

Following repeal of these quotas, we have had a much healthier situation in 
the markets. Cattle prices have been set by the normal workings of supply and 
demand and prices generally have actually been lower than the ceilings per 
mitted by price-control regulations. During recent weeks, slaughter has in- 
creased, and meat supplies have become more plentiful. 

Abolition of the quotas has not resulted in black marketing of cattle as the 
Price Administrator predicted. On the contrary, black marketing has dropped 
off sharply. Since the quotas were taken off, the beef industry has made a sharp 
recovery in its ability to provide the Nation’s beef supply. 

The number of cattle on feed over the entire Nation has increased 11 percent 
during the past year, and in Nebraska 16 percent. The total number of cattle 
on farms has reached an all-time record level of over &88,000,000,C000.)) Numbers 
of beef cattle are likewise at a record high, having increased over 12 percent 
since last vear. 

During the last 2 or 3 months, supplies of beef cattle and beef have been much 
more abundant. Prices have fallen sharply, and slaughter has increased 

In short, the beef cattle industry is now in excellent condition to supply the 
Nation’s requirement for beef at reasonable prices, provided no additional dis 
ruptive retulations are imposed upon it. There would not be the slightest 
excuse today for restoring slaughter quotas. 

If slaughter quotas are restored, they may be only the first of a long series 
of controls and regulations imposed on the livestock industry. Next, the resi 
dent may wish to tell farmers when to market their cattle, or which market to 
ship them to. In 1946, he spoke of going onto the farms and requiring farmers 
to send their cattle to slaughter. Once a control agency gets started issuing 
regulaions, it is pretty hard to stop it. 

In every other country where such controls have been tried, the results have 
been disastrous for the housewife as well as for the producer. In England, con 
sumers are still rationed, and they get only enough meat for one good meal a 
week. Now, Argentina, the great cattle-producing nation of South America, 
which has always in the past had tremendous meat surpluses, has established 
two meatless days a week. Unwise regulations there have seriously cut down 
meat production. 

I want to urge the committee in the strongest possible terms not to accept the 
philosophy of more and more controls and regulations on an industry which has 
proved and is proving that it can provide abundant supplies to meet consumer 
needs at a reasonable price. 


SuPPLEMENTARY STATEMENT OF CHARLES C. Freep ON BEHALF OF THE NATIONAT 
AUTOMOBILE DEALERS ASSOCIATION 


When I appeared before your committee on March 11, T pointed out to you, 
among other things. the general confusion that has prevailed in our industry 
as a result of the ceiling-price regulations for new-car dealers promnigated 
under the Defense Production Act by the Office of Price Stabilization. 

It seems clear to us that the price-stabilization program as it is being admin 
istered is fundamentally unsound. The constant parade of witnesses through 
their testimonies before this committee appears conclusively to support this 
view. Virtually all of these witnesses, particularly the retailers, have stressed 
the general confusion that has prevailed in their industries since the inaugura 
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tion of this program. Many of the witnesses who have complained of confusion 
and difficulty under ceiling-price regulations, like us, have directed their criti- 
cism to the failure of the Office of Price Stabilization to give expression in their 
regulations to the intent of Congress in the enactment of the original Defense 
Production Act and, more particularly, as that act was amended by the so-called 
Herlong amendment. 

You will recall that, as a specific example of the confusion that has prevailed 
in our industry, I pointed out the difficulties we have experienced in connection 
with the dealers’ “delivery and handling” charges (described by OPS as “prep- 
aration and conditioning” charges). | pointed out further that, in our judgment, 
the intent of the law, particularly as amended, was correct and appears to be 
clear. But, in answer to a direct question, I testified that, in our judgment, the 
Office of Price Stabilization bad ignored the intent of the Herlong amendment 
in promulgating its regulations for our industry. 

It is not our desire to burden this committee with unnecessary or irrelevant 
testimony. On the other hand, it is our intense desire to make known the 
difficulties that new-car dealers are experiencing as a result of the administration 
of the laws enacted by Congress. Therefore, we find it necessary to supplement 
our original statement by bringing to your attention some « irrent developments 
in the price-stabilization program as we are affected 

Shortly after my last appearance before this committee, two situations we re 
brought to my attention which indicate quite clearly that the Office of Price 
Stabilization has no intention whatever of promulgating regulations or inter 
preting existing regulations in accordance With or consistent with the intent 
of Congress or with the letter of the Defense Production \ct, as amended. 

On March 8, 1952, the Office of Price Stabilization issued its general over- 
riding regulation 25. This regulation purported to set forth the Director's 
authority to establish or modify ceiling prices. This regu] ition provides that 
the Director of Price Stabilization “may at any time disapprove or reduc 
ceiling price proposed, reported. or established under any ceiling-price reeu] 
tion, so as to bring it in line with the level of ceiling prices otherwise esi iblished 
by that ceiling-price regulation.” 

The present regulation under Which dealers are now required to tablish 
their ceiling prices for new automobiles purports to establish on an individual 
dealer basis ceiling prices for their delivery and handling. Since ours 
highly competitive business. these delivery and handling charges as « stablished 
by this regulation Vary materially from dealer to dealer 

Therefore, it seems to us that this regulation issued just a few days ago could 
be used by the Director of Price Stabilization to select arbitrarily the lowest 
delivery and handling charge of any dealer, as law fully established under exist- 


ing ceiling-price regulations, and reduce or roll back delivery and handling cha 


ee 
a 


of other dealers to the level of that particular delivery and handling ¢ha 


! ig «] re 


arg 
so selected. Since, from this regulation, it appears that the Director feels that 
he has such authority, we are fearful that such roll-backs might be attempted 
Without due regard to long-established business practices of many dealers and 
irrespective of the delivery and handling charges that they used over a perio 
of many vears. thus denving them their customary percentage margins over 
cost (A reproduction of this regulation (GOR 25) is attached for your infor 
mation. ) 


( 


A current example of the inconsistent interpretations that are being issued 
by the Office of Price Stabilization is Clearly demonstrated by the replies received 
by two new-car dealers handling the same make of automobile who asked iden 
Cal questions of two officials of the Office of Price Stabilization, In letters of 
reply written on the same date, one dealer received an aflirmative reply. the 
other a negative one. This Situation is further agcravated by the fact that 
these dealers are selling in the same marketing area, and each is fully aware 
of the information received by the other. I submit. gentlemen, what sre these 
dealers supposed to do, and how can they determine whether or not, under these 
circumstances, they are in compliance with existing reculations? 

In this connection, although ceiling price regulations for our industry have 
been in effect since January 26, 1951, the Office of Price Stab lization 


ssued ifs 
first official interpretation for general applicability on March 17, 1952, but this 
interpretation does not deal with the delivery and handling question, although 
that question has been one of the most troublesome problems for 


automobile 
dealers for more than a vear. 


As late as February 28, 1959. our association was advised by OPS that “the 
while problem of serv icing, delivery, and handling charges is now under study.” 
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We have been told repeatedly that this problem has been under study since it was 
first presented to OPS shortly after March 2, 1951. We submit, gentlemen, how 
long does the Office of Price Stabilization have to study a problem before the 
can reach a decision? Surely, 1 year is too long to wait. 

it is my understanding that the industry-advisory committee, appointed by th« 
Oflice of Price Stabilization, has been consulted only twice during the entir 
period of controls. This committee was last consulted on September 13, 1951 
It is my further understanding that this committee made specific recommenda 
tions that would have eliminated much of the confusion that now prevails. Ty 
our knowledge, these recommendations have not been followed. 

I would like to repeat, that ours is an industry of individual small business 
enterprises. Over a period of many years each new-car dealer has found ji 
desirable or necessary for competitive reasons, or otherwise, to establish his ow: 
delivery and handling charge. 

While these charges, naturally under these circumstances, vary from deale) 
to dealer and section to section, the fact still remains that the individual deal 
had in effect during the base period a long-established delivery and handlin: 
charge. The effect of the present regulations issued by the Office of Pric 
Stabilization is to require most of these dealers to change in some way thei 
customary delivery and handling charges and, thus, his long-established busines 
practices are being disrupted. This, we believe, is contrary to the intent 
Congress 

Even now, the Office of Price Stabilization is attempting to roll back many 
dealers’ delivery and handling charges by forcing those dealers to eliminate fro: 
those charges many items of cost that customarily have been included in the 
delivery and handling charges. Even though dealers have, from one end of the 
country to the other, made a conscientious effort to comply with the regulations 
as they understand them, they have no assurance that they are safe from prose 
cution. For example, a dealer I know, in an effort to comply with the presen! 
ceiling price regulation, eliminated from his customary delivery and handlin: 
charge a substantial amount. Today, however, he finds himself in a Federa 
court, faced with charges of violating ceiling price regulations. 

We believe the confusion wholly unnecéssary. In fact, it seems clear to 
that the time has long since passed when this confusion and these inconsistencies 
should have been eliminated by positive action on the part of the Office of Pric« 
Stabilization. 

The industry-advisory committee felt the need for clarifications and simp 
fications and made its recommendations, as pointed out heretofore. In additior 
to those recommendations, representatives of our association have consistent!) 
throughout the price-control program, pointed out to the Office of Price Stabiliza 
tion wherein the regulations were deficient and made constructive suggestio! 
as to ways and means of eliminating the confusion and simplifying the regulations 

On March 7, 1952, the president of our association recommended to Mr. Ellis 
Arnall, the new Director of the Office of Price Stabilization, a very simple pr: 
cedure to eliminate this confusion. His suggestion was to freeze each dealer 
delivery and handling charge at the amount he used during the base perio 
December 19, 1950, to January 25, 1951. He further recommended that eac! 
dealer should then be required to provide the Office of Price Stabilization with : 
affidavit setting forth the delivery and handling’charge he used during the bas 
period. This, to us, seems to be wholly consistent with the price stabilizati: 
program and it would provide a regulation that could easily be enforced. Th 
is true because any enforcement program must necessarily be administered on 
individual basis. The same recommendation was made several months ago 
Mr. Arnall’s predecessor, Mr. DiSalle. 

To repeat, gentlemen, the examples pointed out in this supplementary state 
ment are merely current examples of the confusing regulations and the conflictins 
local interpretations under which we have been forced to conduct our business 

It is our understanding that the purpose and intent of Congress in enacting 
the Defense Production Act was “to prevent inflation” by freezing prices at tl 
pre-Korean level. In other words, we understand that Congress intended | 
this would be a stabilization program, and the agency set up to administer tli 
price program was designated as the Office of Price Stabilization. 

We understand further, that the powers granted in the act should not be use: 
by the Office of Price Stabilization to compel changes in long-established busines 
practices. 

Too, we understand that the act requires the Office of Price Stabilization t 
“advise and consult with, and establish and utilize committees of, representatives 
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of persons substantially affected by regulations or orders” issued under the act. 

Finally, we understand that the act intended that the regulations and orders 
issued by the Office of Price Stabilization must not deny to retailers their cus- 
tomary percentage margins over costs during the base period. 

Since the Office of Price Stabilization has ignored the recommendations of its 
industry-advisory committee and also the recommendations made by other in- 
dustry representatives for clarifying interpretations and amendments, and other- 
wise, in our opinion, has ignored the intent of Congress in the administration 
of this law, we find it necessary to look to Congress for any relief that might 
be forthcoming for our industry. 

For these reasons, we respectfully urge that this committee require represent- 
atives of the Office of Price Stabilization to make known to Congress their 
intentions with respect to the administration of the price stabilization program 
under the Defense Production Act, as amended, with particular reference to the 
preservation of each dealer’s customary percentage margin over costs, the 
maintenance and furtherance of normal business practices and the American 
system of competitive enterprise. 

If Congress should then determine that the Office of Price Stabilization intends 
to ignore long-established business practices in our industry and to force roll 
backs in customary charges in spite of the fact that, daily, dealer’s profits are 
declining, and to otherwise ignore what we believe to be the intent of Congress, 
then it is our view that the only avenue available to us for relief under these 
circumstances is clarifying and specific legislation. Such legislation, if required, 
must leave no room for doubt as to the intent of Congress with respect to the 
preservation of the individual dealer's long-established business practices and 
percentage margins over costs. 

It is our earnest hope that specific action on the part of this committee will 
make it unnecessary for us to seek legislation with respect to the price stabiliza- 
tion program as it affects our industry 

GOR 25—-Direcrors’ Aurnoritry To EstTAslisi or Mopiry CEILING PRICES 


Originally issued March 4, 1952, effective March 8, 1952 


SecoTion 1. What this regulation does.—This general overriding regulation sets 
forth the authority of the Director to act in certain situations with respect to 
ceiling prices established or required to be established under any ceiling price 
regulation. 

Sec. 2. Modification of ceiling prices by Lirector of Price Stabilization The 
Director of Price Stabilization may at any time disapprove or reduce any ceiling 
price proposed, reported, or established under any ceiling price regulation, so as 
to bring it in line with the level of ceiling prices otherwise established by that 
ceiling price regulation, 

Sec. 3. Establishment of ceiling prices in cases of non-compliance—If any 
person subject to a ceiling price regulation fails to prepare to keep any record or 
file any report required by that regulation in connection with the establishment 
of his ceiling price, or if any person subject to a ceiling price regulation fails 
to establish a ceiling price or apply to the Office of Price Stabiliaztion for the 
establishment of a ceiling price, if he is required to do so, the Director of Price 
Stabiliaztion may issue an order fixing his ceiling prices 

Any ceiling price fixed in this manner will be in line with ceiling prices gener- 
ally established by the applicable regulation. The order fixing the ceiling price 
may apply to all deliveries or transfers completed prior to the date of issuance 
of the order. The issuance of such an order will not relieve the seller of his 
bligation to comply with the requirements of the applicable regulation or of 
the various penalties for faflure to do so. 

Sec. 4. Definitions —(a) “Ceiling price regulation” means any ceiling price 
regulation heretofore or hereafter issued by the Director of Price Stabilization 

(b) “Director of Price Stabilization” includes any official of the Office of 
Price Stabilization, including officials of the regional or district offices, to whom 
the Director of Price Stabiliaztion has delegated the function, power, or au- 
thority which such official is exercising. 

Effective date.—This general overriding regulation 25’ shall become effective 
March &, 1952. 





1434 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


NATIONAL CHEESE INSTITUTE, IN¢ 
Chicago 6, Ill. March 20, 1952. 
Senator BurNer R. MAYBANK, 
Chairman, Committee on Banking and Currency, 
Senate Office Building, Washington, D.C. 


DrarR SENATOR MAYsBANK: At the hearing of your committee with reference 
to the extension of the Defense Production Act of 1950, as amended, we appeared 
with particular reference to the extension of section 104 of the act. During our 
testimony part of a letter from the Secretary of State with reference to section 
104 was read and a request made that we comment on the various points raised. 
At that time it was indicated that we might file, for the record, a written state 
ment regarding the Secretary's letter. 

We have since reviewed the letter in detail and believe that the statements 
made by representatives of the National Cheese Institute, American Butter Insti- 
tute, National Creameries Association, and National Milk Producers Federation 
clearly indicate that the statements of the Secretary of State are misleading and 
are not inclusive, 

While the statements presented by industry representatives discussed in detail 
most of the points raised by the Secretary, we should like to summarize our 
analysis of the principle points made in the Secretary's letter. 

The statement was made that section 104 requires the United States to take 
action contrary to the basic provisions of agreements under the Trade Agree 
ments Act. It seems to us that this statement is celarly contrary to fact It is 
true that the General Agreement on Tarifis and Trade contains a general prohi- 
bition against the use of import quotas. However, certain exceptions are pro- 
vided Among those exceptions is the security exception available in inter 
national emergencies to protect essential security interests (article 21). With 
reference to this exception the Department of State, in a published book “Analysis 
of the General Agreement on Tariffs and Trade” include a statement reading in 
part as follows: “It would permit any party to take any action which 
it considers necessary for the protection of its essential security inter 
ests * taken in time of war or other emergences international rela 


tions ' for the maintenance of international peace and security’ (p. 


In section 104 there is found the following declaration : 


“Import controls of fats and oils are necessary for 
of the essential security interests and economy of the United States in the existing 
emergency in international relations 2 

In view of the security exception in the General Agreement on Tariffs and 
Trade and the declaration contained in section 104 of the Defense Production 
Act of 1950, as amended, it is submitted that the provisions of section 104 are 
within the terms of the General Agreement on Tariffs and Trade. As a matter 

f fact it is of interest to note that the General Agreement on Tariffs and Trade 
vas never reviewed or approved by the Senate. 

The Secretary's letter contains the statement “other provisions of the law 
such as section 22 of the Agricultural Adjustment Act and the escape clauses of 
the Trade Agreements Act provide the means whereby American agriculture 
can be protected in any individual cases of injury.” It may be true that these 
two sections provide, if taken by themselves, a broad framework under which 
protection might be granted. However, in the light of the Secretary’s argument 
with reference to the use of section 104, taken in conjunction with the provisions 
of the General Agreement on Tariffs and Trade, we are unable to learn how 
action taken under section 22 or the escape clause, if taken under present condi 
tions, could be held not to violate certain of the provisions of the General Agree 
ment on Tariffs and Trade. It is suggested that the Department of State be 
requested to supply the committee a statement in detail showing how the pro 
visions of the sections to which reference was made could be used, the circum 
stances under which they would be used, and, specifically, whether action could 
be taken under present condtions in the light of the provisions of the General 
Agreement on Tariffs and Trade. We believe that the conditions governing 
relief in those two acts are not sufficiently explicit, on the one hand, and, on the 
other hand, have been made largely nonoperative by various administrative « 
vices and procedures, 

The Secretary's statement indicates that the United States has attempted to 
encourage “* * * the kind of trading system among the friendly countries of 
the world in which businessmen could buy and sell their goods with a minimum 
of governmental interferences in their activities.” It appears that the purpose 
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of the United States in its international dealings is to encourage free inter- 
national trade and it, therefore, appears that the provisions of section 104 
some degree an exception to the general policy. However, it must be recognized 
that there has been a continuing policy of promoting free trade during the pust 
several years, It must be recognized as fact, however. that the conditions which 
are necessarily involved in the concept of free international trade are in no sense 
in effect at the present time. In fact, international trade is now being handled 
under conditions which deviate further from free trade conditions than has been 
the case in almost any period in history with the exception of war periods 


It is submitted that an attempt to argue that the provisions of section 104 will 
cause severe damage in internation! relations can only be considered in the light 


S to 


of all other conditions surrounding international trad Matters of 
devaluations by many countries, various import and export restrict 
nection with national financial conditions, lack of free movement of gold, re- 
strictions on immigration and the like are prevalent at the present time. The 
international policy seems to involve a theoretical free-trade structure so modi 
fied by specific actions as to resemble a suit of clothes so covered with ] 
that the original suit is no longer visible 

Unless and until the entire international policy is reviewed there seems to be 
little sound objection which can be raised with reference to the provisions of 
section 104. 

The Secretary's statement indicates that the Department i j ncerned 
over the effects of section 104 on the ability of foreign countrie “arn do $ 
and that in the end section 104 restrictions will certainl 
agricultural products. 

On various occasions the Department has cited figures show that imports 
are particularly important to United States agriculture a that 
that foreign countries be put in such a position as 


exe hange 


ions in con 


mtches 


ars 


exports of our 


it is important 
o enable them to earn the 
necessary dollars to place themselves on a self-supporting i ‘anted 
that agriculture in the United States has an interest ! ort market It 
should be clear, however, that the exports of the past 
strictly noncommercial and arbitrary Data were given } veral of the wit- 
nesses with reference to the dollars which were made avai » by United 


States to enable foreign countries to purchase ited ates agri tural 


al 


been 


products. In other cases, the products themselves 
sold under artificial conditions at nominal prices 


were 
are cited 


“<n \ ! epartment 
has never, to our knowledge, pointed out that these © financed 


with United States dollars. Furthermore, from the dairy standpoint, if f 


I til 


as indicative of the favorable results of the fore 


ficult to understand a policy which proposes to encourage rts ut the expense 
of one single industry. Payment for such of course, if at al alid, would 
to be more logically a matter of cost at the expense 
rather than at the expense of a particular group 

A review of the contents of the Secretary's letter reemphas 


i 


seem 


veneral taxpayer 


of definitive Congressional expression regarding inte! 


ticularly, regarding the importation of various dairy pro 
This statement is submitted with the request that it 
of the committee hearings with reference to section 104 ¢ 
Act of 1950, as amended. 
Respectfully submitted. 


EBEvrecutive Seeretaru. National 


Frico Bros. CHEESI 
Lena, Wis., 
Hon. BurNET MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C 


Dear Mr. MAYBANK: The writer appeared before your committee and test 


fied, and was given the right to submit in writing in letter form, any material 
that he might desire to submit, by way of rebuttal, to the lett to tl 
record at that hearing, from Secretary of State, Dean Acheson 

To give a little background concerning the knowledge of the 


matters, let me state that I served in the United States Army 


i¢ 
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War II, and saw service in Italy, England, France, Germany, and also visited 
and traveled in Spain and Switzerland. I speak three languages, namely, Ger- 
man, French, and Italian, and you can readily conclude that I was in a position 
to learn a good deal about the actual facts concerning the feelings of the peo- 
ple in these countries. In addition, while in service, | was married to a young 
woman in England, who is now my wife, and living with me here in Wisconsin, 
and we are in correspondence with her relatives in England. 

All of us are fully sympathetic with the problems of the people of these nations, 
and we fully appreciate the efforts put forth by the State Department and others 
to help them attain a standard of living, and to do things that thwart the march 
of communism. 

We challenge that the repeal of the Andresen amendment, however, which 
would, as was testified, admit the large amounts of foreign cheese and butter 
to trade within this country, would accomplish anything in that regard. 

We personally feel that more good would be accomplished by the on-the-spot 
purchase of the cheap foreign dairy products at their source, and by a distribu 
tion of those products to the needy in other countries, at that cost. In other 
words, we feel that American industry would be more willing to pay taxes for 
the purpose of buying cheap and competitive foreign products for distribution 
in the right channels, than to admit them to trade and commerce within this 
county, in direct competition with our producers here, which latter course of 
action would only serve to ruin American businessmen, who in turn are paying 
the taxes that make all of these programs possible. In addition, such purchases 
would go to bring American dollars into the hands of the Italians, for one example, 
and would create new friends for the United States there, and would accomplish 
the dual purpose of keeping the people there clothed and fed, and antagonistic to 
the Communist line. 

We further feel that the furnishing of the highest brand of technical assist 
ance to the needy countries would do more to increase their productive efficiency, 
and by the same token, their standard of living, than would the admission of 
their products that are now produced in what is by comparison an inefficient 
manner. The latter only serves to encourage inefficiency, and since goods and 
wealth of nations are measured greatly in terms of their production, it would 
seem far more sensible to encourage greater production there for greater wealth 
and a higher standard of living, than to admit their present inefficiently pro 
duced products into competition here, which would have the effect of destroying 
our productive inefficiency and penalize the workers and producers of this country 

The only solution to the ills of these countries that tends to make them subject 
to the entreatments of the communistic line is a depopulization of these areas 
The world has vast areas not vet heavily populated or completely developed, and 
a removal of the excess of population from overpopulatell countries, such as Italy 
and England, would do far more to remove the ills that now plague them, than 
would the admission of products presently produced there in those areas. 

The point was further made at the hearing, that the type of cheese sought to 
be introduced from Italy was Pecorino cheese, and that such cheese was produced 
from sheep's milk, and is not produced in this country, and that, therefore, it is 
not competitive with the type of cheese that we produce. That is definitely not 
true. Bulletin No. 608, of the United States Department of Agriculture covers 
the subject, and it is further covered and recognized by the Federal Food and 
Drug Administration, wherein this type of cheese is classified as a Romano cheese 
In that classification you will find listed, also, the type of cheeSe that we produce 
in our plants here in Wisconsin. There can be no doubt that the type of cheese 
sought to be introduced from Italy is the same type and classification as is pro 
duced in the United States, and would be directly competitive. 

The writer wishes to acknowledge that he has answered the letter read into the 
record from memory, since no copy was readily available to him. I trust that 
my memory of the letter has been accurate. With that limitation, I do sincerely 
urge that the committee consider these facts in its decision, and as a representa 
tive of the cheese industry of the United States, and on behalf of all others simi 
larly situated, I do respectfully request that the committee vote in favor of main 
taining the Andresen amendment, section 104 of the Defense Production Act. 

Thanking vou kindly, I remain, 

Sincerely yours, 
Frico Bros. CHEESE CorP., 
PETE F RIGO, 
General Manager 
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FRIDAY, MARCH 21, 1952 


Unirep STATES SENATE, 
CoMMITTEE ON BANKING AND CURRENCY. 
Washington, dD. e 


The committee met, pursuant to recess, at 10:05 a. m., in room 301, 
Senate Office Building, Senator Burnet R. Maybank (chairman) 
presiding. 

Present: Senators Maybank, Fulbright, Frear, Benton, Moody, 
Bricker, Dirksen. 

Also present: Senator Lodge. 

The CuHarrMan,. We have Senator Lodge with us this morning. 
Your bill, S. 2554, will be introduced into the record at this point. 

(The bill referred to follows :) ’ 


S. 2557, 82d Cong., 2d sess. ] 


A BILL To provide for the establishment of certain priorities in the awarding of military 
procurement contracts within regions suffering economic distress through unemployment 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) for the purpose of ascertaining 
the extent and location of unemployment within the United States, the Secre 
tary of Labor shall (1) define the limits of such geographical areas thereof as 
he may determine will most accurately reflect the state of employment in each 
such area, and (2) conduct such surveys and investigations as may be necessary 
to determine not less than four times in each calendar year the extent of unem 
ployment of individuals within any such geographical area. Whenever he shall 
determine that the number of unemployed persons in any such area is in excess 
of per centum of the number of employable persons residing in such area, 
he shall make a written finding to that effect. The Secretary from time to 
time may cancel or revise any such finding, and may change the limits of any 
such area. Each such definition and finding and every change thereof shall be 
published in the Federal Register. 

(b) Whenever there is in effect with respect to any such geographical area 
or areas a finding made by the Secretary of Labor pursuant to subsection (a), 
each department and agency of the Government engaged in the procurement of 
uny supplies or services for use by or on behalf of any of the Armed Forces of 
the United States shall, to the maximum practicable extent, procure such sup 
plies and services from contractors who in the furnishing of such supplies and 
services will undertake to provide for the employment of additional individuals 
in one or more of such areas. Any contract for the precurement of any such sup 
plies or services may, under such regulations as the President shall prescribe, 
be awarded to any such contractor after negotiation and without compliance 
with any provision of law otherwise requiring advertisement or competitive 
hidding prior to the execution of such contract. 

Sec, 2. This Act shall cease to be effective on the date on which titles I, TI, 
and IIL of the Defense Production Act of 1950 (Public Law 774, Eighty-first Con 
vress), as now or hereafter amended, shall cease to be effective 


The CHatrMan. You may proceed, Senator. 
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STATEMENT OF HENRY CABOT LODGE, JR., A UNITED STATES 
SENATOR FROM THE STATE OF MASSACHUSETTS 


Senator Loner. Mr. Chairman and members of the committee, your 
courtesy in according me this opportunity to appear before your ex 
tremely busy committee is much appreciated and I will not delay you 
long. 

| appear as a United States Senator from Massachusetts and in no 
other capacity, let me say. 

My purpose is to urge that your committee incorporate in the legis 
lation extending the Defense Production Act an amendment which 
would channel defense orders into areas of abnormal unemployment. 

The CuarrMan. Of course, this is a bill which you introduced and 
[ presume that since the Government is now holding hearings on 
orders that Mr. Wilson contemplated—when I say “the Government” 
that is the ODM and the Labor Department and others—that natu 
’ ally if anything was done at all it would have to be done now. 

In the meantime, we have had a hearing, as you probably know. 
about 3 weeks ago, in which members of this committee objected to 
that and certain representatives appeared in various sections of the 
country—some from New England, individuals, Congressmen, as | 
remember, who appreved it. Others disapproved it. 

You probably heard about our having that meeting. 

Senator Lover. A draft of such an amendment is set forth in 3. 
9557, a bill which I introduced on January 30, 1952, for the estab 
lishment of certain priorities in the awarding of military procure 
ment contracts within regions suffering economic distress through 
unemployment. 

In effect, this amendment would put into statutory form the sub 
stance of Defense Manpower Policy No. 4, issued by the Office ot 
Defense Mobilization. 

Your committee may well ask why, if such an Executive orde: 
already is in effect, it should be necessary to have a parallel statute 
on the books. The answer may, I think, be simply stated. 

If Manpower Policy No. 4 sets forth a good policy, and T think it 
does, then T believe that should be in the form of binding law—a law 
which is binding not only on the present issuing agency, but on what 
ever agencies or administrators may in the future be called upon to 
execute the rearmament program. Defense Manpower Policy No. 4 
could, of course, be revoked by a stroke of the pen. If your commit 
tee puts this policy v into binding law, as I most sincere ‘ly hope it does, 
then only the Congress can repeal it or modify it before the expiration 
date. 

The Defense Production Act should not, of course, be cluttered up 
with a plethora of executive detail more properly within the sphere 
of administrative discretion. But I do not think it can be fairly said 
that a policy of giving relief, by way of priorities, for these distressed 
areas is a matter of mere administrative detail. I believe that it is 
a matter of such immediate urgency to thousands upon thousands of 
working men and women in this country that there must be a clear 
legislative mandate from the Congress. 

I set no pride of authorship on S. 2557, although it was carefully 
drafted by the legislative counsel of the Senate to meet this problem. 
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If the committee thinks that this policy can be more effectively pre- 
scribed in different language, | shall be satisfied. What is important 
is the realization that there is a real and pressing problem and that 
here isa way in which to deal with it. 

You will, I hope, forgive me if I rest the case for this amendment 
on conditions in the Commonwealth of Massachusetts. This is the 
situation with which I am most familiar, but please do not under 
stand that my emphasis on Massachusetts is intended to imply 
that we are the only section of the country in need ot assistance of 
this kind. I am sure the committee is fully aware of the fact that 
these areas of abnormal unemployment Cal be found all over the 
Nation. I do confine my remarks today, however, to Massachusetts. 

In Massachusetts there are two indus tries which have been par- 
ticularly hard hit: The textile industry and the leather industry. 

The CnarrMan. The textile industry has been hit pretty hard all 
over the count ry and all over the world. 

| have been told that for a weeks in our deliberations on this bill. 

All witnesses who have been here, whether from New England or 
the South, say that the textile is in the throes of depression and they 
cannot sell them: some New England mills are closed and some mills 
in the South are closer: some mills are only on 3 days. 

Senator Loner. I did not realize that the southern textile industry 
was Inas bad condition as the New England. 

The Cuairman. IT would not say as bad, but it is bad. 

Senator Loner. A city like Lawrence, for instance, is practically a 
one-industry town. When the textile industry is unemployed, it 
brings the whole economic life of the community toa comp rlete stand- 
still. 

The Cuatrman. | know there are some shut down in New Jersey 
and Virginia, and some are down home. 

They have trouble selling textiles everywhere. 

Senator Loner. It app lies to the woolen textiles, too. I realize, as l 

. this is a siutation that exists in many other parts of the country 
but. as Senator from Massachusetts, | wanted to submit the faets in 
my State, and then you can consider them with the other faets you 
have. 

Senator Futsrignr. Do you think this is because of the defense 
effort ? 

Senator Loner. No. 

Senator Futsrreutr. Why do you think it should be incorporated 
in the Defense Production Act? 

Senator Loner. Because I think the rearmament program, which 
has run to 70 or 80 billion dollars, has become a major economic factor 
in the life of the country, and the opportunity to make up in the peace- 
time type of economic activity does not exist today the way it did in 
the normal periods. 

When it is as big a part of the economic life as it is today, I think it is 
within the power of the Government to use it to relieve situations 
that are causing distress. 

Senator Fursricntr. I do not see how it would relieve a textile 
factory. They do not need textiles. You do not want them to buy 
textiles that the vy do not need; do vou? 

Senator Lovee. I say, when they do nee : to order pants or shirts or 
blankets or anything like that, then I think that consideration should 
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be given to these distressed areas so as to help them out and at the same 
time get things that the Government requires. I do not want the 
Government to buy things it does not need. I do not want that to 
happen. 

1 am talking about the situation in Massachusetts. 

Over 90,000 persons are now drawing unemployment compensa- 
tion in Massachusetts. Expert statisticians advise me that this means 
that the number of unemployed is considerably in excess of 100,000. 
There are no current figures on the percentage of persons unemployed 
who have exhausted their benefits. but I am informed that a conserva- 
tive estimate puts this number at between 10,000 and 20,000 individuals 
who are without work and who have exhausted their benefits. 

Of the 90,000 drawing unemployment benefits in| Massachusetts, 
the largest proportion are textile workers. The second- and third 
largest groups are the boot and shoe and leather industries. 

Competent estimates of textile unemployment, based on official fig 
ures and data from union sources, place and number of unemployed 
textile workers at about 40,000 in Massachusetts. There are roughly 
100,000 textile workers in the State. The proportion of unemployed 
is, therefore, around 40 percent. 

The centers where the proportion of unemployed to the total labor 
force is highest are in the following Massachusetts cities: Lawrence, 
Lowell, Fall River, New Bedford, Worcester, and North Adams. 

This bill provides for the establishment of priorities in the award- 
ing or military procurement contracts within regions suffering eco- 
nomic distress through unemployment. In a nutshell, it requires 
the Secretary of Labor to identify so-called distressed areas. Once 
an area has been so identified and defined, the bill says that “each 
department and agency of the Government engaged in the procure 
ment of any supplies or services for use by or on behalf of any of the 
Armed Forces of the United States shall, to the practicable maximum 
extent, procure such supplies and services from contractors who im the 
furnishing of such supplies and services will undertake to provide for 
the employment of additional individuals” in these areas. 

At this point, Mr. Chairman, I ask that a letter from the Governor 
of Massachusetts, the Honorable Paul A. Dever, expressing his en- 
dorsement of S. 2557, be printed in the record; or, if I may, I would 
like permission to read it. 

THE COMMONWEALTH OF MASSACHUSETTES, 
EXECUTIVE DEPARTMENT, 
State House, Boston, Pebruary 25, 1932. 
Henry Carnot Longe, Jr., 
United States Senate, Washington, D. C. 

Mr. Drar SENATOR LODGE: It seems to me that your bill Senate 2557, which 
directs the Government agencies to procure supplies and services to the practi- 
cable maximum extent from areas of surplus unemployment, will serve a use- 
ful and possibly essential purpose in complementing other processes intended 
to promote employment in areas of surplus manpower. I have in wind the 
Surplus Manpower Committee of the Department of Defense and the regula 
tions about to be promulgated in respect to the allocation of negotiated bids in 
areas of strplus manpower. 

These efforts tending to the same end should be complimentary one to the 
other, and I welcome the opportunity to lend my support to a legislative measure 
which should round out and support the administrative procedures in the securing 
of which I have been actively engaged. 

Sincerely, 


Paut A. Dever. 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1441 


I also ask your indulgence if I read into the record part of a reso 
lution adopted on February 14, 1952, by the Massachusetts Mayors 
Association, signed by Mayor Fred I. Lamson, mayor of Malden, 
Mass., and president of the association, 

The Crairman. It will be included in the record. 

(The resolution is as follows :) 


Whereas the Commonwealth of Massachusetts is composed of 351 cities and 
towns and has a population of close to 5,000,000 people ; and 

Whereas a large percentage of our cities are engaged in the manufacturing 
of textile and leather products, and at the present time there are over 100,000 
persons unemployed in our Commonwealth, affecting cities like Lawrence, Lowell, 
Fall River, New Bedford, Worcester, and North Adams; and 

Whereas these cities and others cannot adjust their economic affairs and, 
therefore, great distress and suffering would result to the populace of these com 
munities : and 

Whereas there has been introduced into the United States Senate a bill by 
Senator Henry Cabot Lodge, Jr.. 8. 2557, requring the Department of Defense to 
vive first priority in the awarding of defense contracts to the areas suffering 
from abnormal unemployment : and 

Whereas at a meeting held by the Mayors Association of Massachusetts and 
after a full discussion of the said bill, it was the consensus of those present that 
this bill is a step in the right direction of trying to give some aid to our hard 
pressed cities and that all our Representatives of the Commonwealth in tl 
gress should give it their full support : Therefore be it 

Resolved, by the Mayors Association of Massachusetts, That it 
heartedly behind this bill and urges its immediate approval by 
on Banking and Currency. 


ie Con 


is whole 


the Committee 


rep I. LAMSON, 
President, Massachusetts Mayors Association 

Senator Loper. I have received a large number of individual let 
ters endorsing S. 2557 and urging its prompt consideration. It would 
unduly burden your committee were IL to attempt to read them all, 
but I would like to have the record show brief excerpts from messages 
pertaining to S. 2557 which I have received from various city officials. 
business organizations, and representatives of labor in Massachusetts. 
I quote: 


Iam heartily in favor of S. 2557 and urge that the Senate Committee on Bank 
ing and Currency give it a favorably report.—Mayor CLARENCE S. WILKINSON, 
Beverly 

It seems to me to be common sense that our National Government make it pos 
sible for areas with a high unemployment score be given preferential tre 
in the filling of defense orders and contracts.—Mavyor Joun B. Hynes, Boston 

I should like to express my personal endorsement of your bill for Il am heartily 
in accord with the thought that we must leave no stone unturned to provide work 
for Massachusetts industries.—Mayor VPuitie J. Crow.Ley, Everett 

I most certainly would like to be recorded in favor of S. 2557. I sincerely hope 


‘atiment 


that favorable action will be taken by the committee.—Mayor Pretrer J. LEVANTI, 
Fitchburg. 

I wish to be placed on record as being heartily in favor of S. 2557 and I feel 
that I voice the opinion of all the people in this great textile city and of the sur 
rounding communities.—Mavyor Joun J. Buck.iey, Lawrence. 

Il am firmly convinced that your suggestions are very worth while and fair to 
all cities and towns who are in dire need of assistance during 
lapses.—Mayor RaLtpun W. CrossMAN, Leominster. 

The purpose of 8. 2557 is both equitable and based on the application of good 
business judgment. The awarding of contracts in economically distressed areas 
will save the Government millions of dollars in welfare payments. 
strongly recommended.—Mayor THomas L. THistie, Melrose. 

I am naturally very much interested in S. 2557. Until conditions can be 
stabilized throughout the country, mills in this area must obtain orders if they 
are not to liquidate, causing serious unsettlement in many New England areas. 
Mayor Epwarp C. Prerce, New Bedford. 


employment 


Passage is 
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I should like to record my favorable interest in the passage of 8. 2557. Sen 
ator Maybank’s statement that unemployed want work and not relief is one 
in which I concur. Such a measure, honestly administered, woud be in keep 
ing with American common sense.——Mayor ANDREW B. HoLMstTromM, Worcester 

Kindly record the city of Taunton as in favor af passage of S. 2557.—Mayor 
JOHN F. Parker, Taunton 

Please record me in favor of S. 2557. I am heartily in support of any Dill 
which would bring a measure of relief to this area where the unemployment prob 
lem is so great in its textile and leather industries.— Mayor FRANCIS X. COLLINS, 
Salem 

A bill such as S. 2557 will be in the public interest We are apprehensive, 
as we can see very serious problems developing in many neighboring com 
munities where unemployment in certain industries approximates 40° percent 
of the labor force for that industry City Manager WituiAmM J. DrrG@in, Jr 
Quiney 

Our welfare rolls seem certain to increase unless this idle manpower can be 
absorbed either in our own plants or in neighboring textile and shoe factories 
IT am quite certain that any Government orders would be welcomed by our 
manufacturers Mayor Pure C. OCDONNELL, Peabody. 

The board of directors of the Beverly Chamber of Commerce hope for favor- 
able action on S. 2557 because of conditions in the leather, shoe, and textile 
industries and their importance to the economy of this section of the country 
Oscar A. OLSEN, Secretary-Manager, Beverly Chamber of Commerce 

Passage of S. 2557 is of paramount importance. Small business should be in 
cluded in awards of Government business both for the sake of work and wages 
and for insuring the Government against putting all its eggs in a comparatively 
few baskets.—JosrPpH F. Retry, Executive Secretary, Brockton Chamber of 
Commerce 

S. 2557 is a good bill It accomplishes a fine objective—that of providing the 
fullest possible employment for the workers of America.—JOHN KE, Hopkins, 
Manager, Fall River Chamber of Commerce. 

I have been authorized by unanimous vote to communicate to you our en 
dorsement of S. 2557 LESTER D. FRIEND, President, Essex County Associated 
Boards of Trade 

S. 2597 is very much in the public interest It would secure defense con 
tracts as quickly and as well as any other system, at the same time preventing 
much spotty unemployment, with its attendant personal sufferings and public 
cost through relief, unemployment compensation, and other expenditures re 
quired when a community is suffering from abnormal unemployment Ww. =. 
Morey, secretary, Fitchburg Chamber of Commerce 

S. 2057 is a most timely bill and one in which the entire New England area 
should be especially interested. —LAWRENcE J. HART, secretary, Gloucester Chi: 
ber of Commerce, 

Be assured of our utmost cooperation in any effort that needs to be made to 
bring to a successful termination through Congress the passage of S. 2557 
Axprew A, McCartrny, manager, Lowell Chamber of Commerce. 


While the major problem of solution of local unemployment problems should 


by and large be worked out by the local community, there is a crying need for 
helping in maintaining a more stable economy and utilization of facilities that 
would he forthcoming under S Om. Our skilled workers are ready to per 
form in this emergency if given the chance. NorMAN J. RANDALL, managing di- 
rector, Lynn Chamber of Commerce 

While we realize that S. 2557 is not the cure-all for the problem, it is a 
in the right direction by providing some immediate help. Such a bill 
of the favorable consideration of the Committee on Banking and Curren 
JAMES W. COUGHLIN, secretary, Malden Chamber of Commerce. 

We want to wholeheartedly support S. 2557.—BeENJAMIN RUDERMAN, president, 
Melrose Chamber of Commerce 


is 


Resolved, That the New Bedford Chamber of Commerce go on record as e1 


dorsing S. 2557.—A.LFrep R. THACKERAY, executive secretary, New Bedford Board 
of Commerce, 

We are certainly in favor of S. 2557. This bill is not asking for a welfar 
hand-out. It simply asks that where the facilities are available, as they are in 
Massachusetts for the leather and textile industry, that defense orders are 
placed in those areas having a critical unemployment sifuation.—Rurerr C 
THOMPSON, executive secretary, Newton Chamber of Commerce. 
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We are wholeheartedly in accord.—THomas E. Cys, secretary, Peabody Cham- 
ber of Commerce. 

This is to express the approval! of this organization in favor of S. 2557. The 
distribution of Government contracts on an equitable and workable basis to 
time.—-SHERMAN LI’. VOORHEES, executive director, Future Springfield, Ine. 

The board of directors went on record as in favor of S. 2557 Lanny M. Hess, 
executive secretary, Taunton Association of Commerce 

I believe the provisions of S. 2557 would greatly assist any distribution of 
contracts by both the National Production Authority and the Small Defense 
Plants Administration GLENN I. COWLES, secretary, Westfield 
(colnmerce 

I would like to have the Woburn Chamber of Commerce go 
voring S, 2557.—-S. Rosnert CUMMINGS, president, Woburn Chamber of Commerce. 

Lam happy to join with you in behalf of local 1113, United Textile Workers of 


assure continuance of a high degree of employment is most necessary at this 


Chamber of 


on record as fa 





America, AFL, and the Lawrence Central Labor Union in your efforts to relieve 
a situation which is rapidly worsening I cannot find words adequate to de 
scribe the plight of the thousands of honest, hard working people who through 
no fault of theirs find themselves the vietims of an economic collapse bre 

nbout in part DA the short-sighted policies of certain agencies of the Federal] 
Government—DAanibL FF. DowNry, business agent, local 1113, UTWA, AFI 


Lawrence 

The members of the Plymouth Rock Joint Board, Textile Workers Union of 
America. CIO, have gone on record in favor of S | 
express their views to you on behalf of our organization You can be sure 
that this type of legislation will be of great benefit to the ra} 
textile industry THEODORE FILTEAU, area director, Plymouth Rock Joint Board, 
TWUA, CTO, North Plymouth 


Because of the prolonged unemployment in the Greater Lawrence and Lowell 


awe ATG 


alleviate this condition.—Jonun J. ONe&IL, president Greater Lawrence Text 
Council, United Textile Workers of America, AFL 


areas, | am suggesting that S. 2557 be processed as quickly as possible to help 


All the people in the cotton industry certainly need some reli ( t 
would be possible to divert some defense orders into the North Adams and 
Adams area, it would certainly help to relieve some of the distress.—.JOsEPH 
OPILLA, area director, Berkshire Joint Board, Textile Workers Union of America, 
ClO 

Tam fully in accord with the principles outlined in S. 2557 Ricnarp C. PER 
CIVAL, business agent, New Bedford Joint Board, Textile Workers I on of 
America, CIO, 

The bill S. 2557 was read at our regular meeting la Sunda We ] 
membership of 600 and Sunday we had around 200 at the meeting It was 


moved and passed to go on record as favoring S. 2557 i 
cording secretary, loeal 96, United Textile Workers of America, Al’ L, Hudsor 

As President of the Brotherhood of Shoe and Allied Craftsmen, I heartily et 
dorse S. 2557.—E arte F. Snow, general president, Brotherhood of Shoe and A 
lied Craftsmen, Brockton 

We have here Mayor Francis H. Murray, Jr., mayor of the city of 
Woburn, Mass. 

Mr. Murray. I am representing the Massachusetts Mayors Associa- 
tion and wish to go on record as being in favor of the bill and refer to 
the resolution adopted by the Massachusetts Mayors which Senator 
Lodge has placed in the record. 

Senator Loper. Mr. Chairman, a brief concluding comment and I 
am through. 

Obviously this amendment is not designed as a cure-all for the dith 
cult situation in which some of these key industries find themselves. 
It does, in my judgment, provide a degree of immediate help. The 
statements which I have read testify to the truth of this conclusion. 

In these areas of abnormal labor surpluses the facilities for making 
goods for the Armed Forces are there, ready and available for instant 
use, The labor foree is there, interested not in hand-outs. but in wo1 
All that is needed is the opportunity to work. 


he 
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This bill, S. 2557, which I propose as an amendment to the Defense 
Production Act, will go a long way in providing that opportunity to 
work. I think it is an eminently fair and reasonable proposition. I 
hope it will have favorable committee consideration. 

The CramMan. They would have a right to make cost-plus con- 
tracts on anything, is that right ¢ 

Senator Loner. Lf the Defense Departments need it. The percent- 
age could be determined by the committee. T have left the percentage 
blank to be worked out by the committee if they decide to go ahead 
with this principle. 

The CuarrMan. I cannot agree that because of the war this situa- 
tion exists in certain things. It does in steel where the allocation holds 
it down and it does in New York where they had confusion in the 
building trades. 

1 understood day before yesterday when we had a hearing here that 
the building trades people worked out something with Mr. Fleisch- 
mann and others to get more allocations on steel and materials, but 
in New Bedford that is something else. 

Senator Futsricur. Senator Lodge, have you made any estimate of 
what this provision would cost the defense effort ? 

Senator Longe. No; I have not. 

Senator Funtsricutr. It might be a very large amount, might it not? 

Senator Loner. It might save a lot, too, in terms of welfare costs and 
unemployment and a growing demand for Federal relief activities and 
all that. 

You have to take a very broad view of that. 

Senator Futsricur. Do you not think we developed the unemploy- 
ment insurance program to deal with that? Do you not think it is 
beginning to mix up our objectives very seriously to project that par- 
ticular undertaking into the defense effort ? 

Senator Lover. No; I do not think so, Senator, and I will tell 
you why. I think the defense effort has become the greatest single 
economic activity in the country. It is not asif it were relatively small. 

When the whole economy of the country revolves around the defense 
effort and there is not an opportunity for industries to trv to make a 
success in some nonmilitary line, the way there used to be, then I think 
you have to use the power of Government to help these situations, just 
the way we use the power of Government to help a whole lot of situa- 
tions in other economic activities. 

We do not hesitate to use the power of Government and I think 
probably correctly, to help people who engage in agriculture, for 
instance, and people who are engaged in industry certainly have the 
same right to expect understanding and consideration from the 
Government. 

Senator Fursricutr. But those programs are developed in an 
orderly manner. The agriculture program is developed over certain 
principles and over a long period by the proper committees. 

This seems to me to be a great departure from any established prin- 
ciples. You know of no precedent for it, do you, in legislation ? 

Senator Loner. I will say that just because there is no precedent 
for doing something is no reason for my not doing it. I am not tied 
down by precedents. If there is a need, we must meet the need. 

We do these things because they need to be done. We have a Gov- 
ernment of people. We do not have a Government of abstract eco- 
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nomic theories. A lot of people have to eat, they have to pay taxes 
and feed their children. 

Senator Futsrient. | think there has been a lot said about Govern- 
ment interference in private industry, and especially by other mem- 
bers of your party. 

Senator Loper. Let’s. not. get into politics. There are members of 
your party that you do not agree with either. 

Senator Fuvsriéur. That is‘a matter of economic principle. 

Now, as you well know, the people from the South have felt that 
there have been various efforts made to prevent the natural competitive 
forces working in industry and for some time in this textile industry 
there has been an effort made to prevent the development of industry 
under the impetus of competitive conditions. 

We have had bills, for example, introduced by other New Eng- 
landers to prevent the lending of money to any new dienes tries. 

Senator Lover. Do not make me responsible for bills introduced 
by other people. I just will not accept responsibility for bills intro- 
duced by other people. 

Senator Fu.sricur. I want to give this background. It is im- 
plicit in this proposal that here are evidently marginal producers 
who cannot compete. 

Senator Lopez, No, that is not quite it. 

Senator Futsriut. Well, it has to be. Otherwise why do you want 
this governmental pr eference? If you are as efficient a producer as 
the ones in South Carolina, why are you not content with the com- 
petitive bidding? What you are saying here is, no longer are com- 
petitive bids to be considered. The a coeneain is to direct where 
these contracts go, regardless of the cost. That is what this bill says. 

Now, if you are as efficient a producer as South Carolina, why do 
vou need that?) Why are you not willing to take your chances on the 
bidding? 

Senator Lopér. Do you want to open up the whole question of rela- 
tive degree of wages paid and sweatshop conditions and all those 
things? Do you want to open that whole discussion / 

Senator Furenient. Certainly we do. That is what you are trying 
to do here. I think you have to to give this bill consideration. This 
is a very serious departure from anything I know of in governmental 
interference in private enterprise. 

Here are industries where I think you would have to say, in support 
of your bill, that they cannot compete in the competitive market and 
therefore they must have a directive providing that the Government 
will give them a contract even though it costs substantially more than 
the millin South Carolina. 

Senator Loner. I do not look at it that way, Senator. I know that 
is your opinion, but I do not look at it that way. 

Senator Futsrieut. I do not happen to have any mills in Arkansas 
especially connected with this so I think I can be objective about it, 
but that is what you are proposing; regardless of the cost, you are 
putting all these contracts in Massachusetts, which has some very 
serious implications. , 

One of them is, I would think, a very substantial increase in the 
cost of the defense effort, and the next is that—there being less demand 
than supply—vou would inevitably shut down the mills in South 
Carolina and North Carolina. 
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Senator Loner. The bill does not say all the business, and you know 
it dloes not say that. 

You are trying to make this bill say things it does not say. 

Senator Fuisricut. Since there is already distress in the indus 
try—— 

Senator Loner. I think we should be fair about this. We are not 
going to get anywhere by having you say there are things in this bill 
that are not in it. 

Senator Futsrieut. I am trying to interpret it. 

Senator Loper. I do not think you are trying to interpret it. think 
you are trying to create an entirely false impression, which is your 
privilege. We have free speech in the Senate as we have in the United 
States, and it is your privilege, but it is also my privilege to say that 
you are doing it. 

Senator Futsricur. What is false about the statement that the re- 
sult of this bill will be for the Government to direct contracts into 
Massachusetts and other areas regardless of the cost 

Senator Loner. That is not what you said. You said the result of 
this bill would be to put all the contracts into Massachusetts. It 
would not do any such thing. There isa percentage involved. 

Senator Futsricur. T will accept that correction. 

Senator Lopeée. That is the only correction I am trying to make. 

Senator Futsrienr. If vou take contracts away from mills which 
vill bid a lower price than Massachusetts, obviously that mill is going 
to lose the contract and it will have an influence upon its ability to 
stay open. 

Senator Loper. This attempts to divide the work up equitably, ves: 
I admit that. 

Senator Futsricur. But on the basis of leaving it entirely up to the 
Administrator and ignoring the bidding or the economic conditions 
involved. 

Senator Loree. Ignoring some of the economic conditions and tak 
ing into consideration some of the human conditions. 

Senator Funsricutr. In other words, it does approach then using 
this instrumentality of the Government to control employment and 
direct where business is. 

Senator Loner. I did not get that. 

Senator Futpricnt. You are using this power then as a form of un 
employment relief and as a form for the stabilization of an industry 
reoardless of economic basis for it. 

Senator Loner. Using the power of Government in this respect, as 
we do in practically every other respect, to deal with certain human 
situations; we use the powers of taxation; we use our agricultural 
policy; we use every part of Government that we can to meet human 
situations as they exist. There is nothing very unprecedented about 
doing it in this ease. 

Senator Futrnrienr. You think we can forget about any lines of 
demarcation between unemployment or price support or all that: it 
is all just one big basket and we can pick anything out of it we want to? 

Senator Loner. I think there are differences between them. There 


are differences between them but we never hesitate to use the power 


of Government to help the groups who can develop enough votes here 
in Congress to get that help. There is nothing very unprecedented 
about my trying to get it done in this case. 
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Senator Ropertson. Senator Lodge, we are very proud of the fact 
that in Vireinia we have the second oldest college in the United States, 
but we have to confess that Massachusetts has the oldest college. 

Senator Loper. Thank vou. 

Senator Ronertson. We, of course, are proud that our venture in 
democracy started in Jamestown in 1607 and even ‘hough we are 
advised to the contrary by the College of Harvard which claims the 
Pilgrim Fathers started this country, 13 vears later. 

Nevertheless, we have great respect for the intelligence and integrity 
of the people of Massachusetts. 

You no doubt reeall that two of the great founding fathers were 
John Adams and Thomas Jefferson. When they both wanted to be 
President at the same time, a little political friction ore but 
\\ ‘an n they worked out a plan which allowed them both to be Pre ssident, 
and let Adams come first and Jefferson next. the ‘vy became vel close 
friends. and when Jefferson was dving. he said that “Adams still lives.” 

Now. the founding fathers in 1787 in Philadelphia made up a docu 


ment creating a more perfect union of strictly delegated powers, and 
the powers that were not delegated expressly or by necessary infer 


ence to the Central (,overnment. were reser ed to the States or to the 
people of the Nation. 

Adams and Jefferson were in conflict with Alexander Hamilton who 
wanted George Washineton to be a king. He wanted the strongest 
Federal Government that he could get. All that Hamilton was able 

put into the Constitution was a general expression now called ‘ 
veneral welfare clause. 

All the others at that convention took the position that the general 

elfare clause was no orant of power, but merely an indication that 
the powers eranted to the Federal Government should be exercised 
for the general welfare. 

Mav I ask your political philos ophy >on that subject ? Do vou think 


that the Federal Government, under the general welfare clause. has 
the right to.do anything it pleases, or do vou think that the Federal] 
Grovernment is restricted by the Constitution / 
Senator Lo I have always been impressed by the language in 
senator LODGE. have arway een IMpressec ( iInguage 11 
the Constitution that says that one of its purposes shall be “to estab 
lish justice.” T think that is a very interesting and inspiring message 


mn the Constitution and one that has influenced mea aad dea E 

Senator Ronerrson. To establish justice ? 

Senator Loner. To establish justice. 

Senator Rorerrson. Is it not implicit in a democracy that vou are 
going to — justice and you are not going to take property without 
due process, or deprive a man of life or hh ee \ thon due process of 
law? You are going to have a jury of his peers before vou can put 
him in jail. | 

Senator Lonar. ] did not take the word Tusti ev ina leaalisti Selse 
because T am not a lawver and T could not. I took the word “justice” 
in the human sense of the word. 

Senator Rorertrson. Since you are a student of history, vou will re 
call the Codfish Act of 1792. just 160 vears ago when one of vour pred 
ecessors from Massachusetts introduced a bill in the House. He did 
not sav they did not have any deep freezes, but we know they did 
not, but the peop le of Massae husetts were not eating as many codfish 








1448 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


as they ought to be eating, and the hardy seamen who go down to the 
sea in ships were having a mighty hard time catching codfish and were 
not selling as much. 

Senator Loper. Fishermen are having a hard time now. 

Senator Roserrson. He introduced a bill for the relief of the cod 
fisheries and when somebody said, “under what authority can we ap 
propriate the relief of the cod fishermen,” he said, “under the genera! 
welfare clause.” 

Then a framer of the Constitution from North Carolina, Colone! 
Williamson made such a powerful argument agamst that, that he 
shifted his position and he said, *Well, we will proceed under the com 
merce clause, that these men are engaged in commerce, and if we kee} 
them reasonably happy and financially solvent, it is going to praspate 
commerce, and the Congress would be justified under the commer 
laws to help the cod fishermen.’ 

“But,” they said, “how about the general welfare under commerce 
Does the gener al welfare, even if you got the power to regul: ate Com 
merce and promote commerce, does it mean that you can select 2 
little group of fishermen up on Cape Cod, or does it mean that all th: 
commerce in this Nation is affected and therefore under the gene od 
welfare clause in commerce, We can act.” 

Well, the upshot of it was that the Cod Fisheries Act did not pass. 
No doubt, they needed a little help at that time, but the Members of 
that Congress were very close to the Constitutional Convention and 
they were all familiar with the Federalist papers, and they were all 
imbued with the idea that if they started letting the Federal Govern 
ment do this, that and the other, whenever somebody said, “Well let’s 
help somebody” that the next thing they knew, the Federal Govern 
ment, through its spending power, “woul 1 take charge of each State, 
take over the police powers, take over the churches, and he said take 
take over public education. 

He predicted that 160 years ago, that that would happen if we ever 
did that. 

Now, you said Congress did not hesitate to use the power of Gov 
ernment to aid agriculture. 

Senator Loper. Congress has not hesitated to help all sorts of peo 
ple and do all sorts of things, and they still have not taken over the 
churches. 

Senator Roserrson. What was that chicken case that was thrown 
out when it was going to aid agriculture by fixing ceilings? 

The court said they went a little bit too far there, did they not ? 

Senator Loner. They are still helping a great many economic inte: 
ests in this country as you well know. 

Senator Roperrson. What did the court say about the potato pro 

gram, that you could only raise so many potatoes 
_ Senator Lover. In spite of that, we poured billions of dollars down 
the drain on the potato program. 

Senator Roserrson. But the original AAA was thrown out. 

Senator Lopcr. But that was only just a small part of it. 

Senator Rozerrson. That was before the Court got readjusted 
little bit 

Senator Loner. By the time the Court gets around to all these othe: 
things, we may be bankrupt. 


/ 
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Senator Rozertson. Senator, I am just trying to test your political 
philosophy on the powers of a central government. Are they un- 
limited, or are they restricted, and delegated? And, if we have a 
government of delegated powers, and if we have a program in which 
we do not wish to impinge unduly upon the sovereignty of the States. 
the rights of the States, and do not wish to penalize the general tax 
payers by your power to tax and tax and spend and spend, how can 
you justify taking taxpayers’ money raised for defense purposes and 
vo into a town like Lowell—well, maybe Lowell is a shoe town or a 

xtile town. but whatever the textile town is aad. say, “Well, here 
are some unemployed people. They for some reason”—I will not say 
lack of efliciency- but “for some reason, they ‘annot compete with 
eur southern textile mills and the southern te aiiie mills are getting 
the business and we want them e mp loved, and so we will take the tax 
payers mone) and spend it for the he ‘lp of the people in that particu 
lar city in Massachusetts 

Now. l just want to know the political philosophy, either under the 
Hamiltonian view of the veneral welfare clause—it would still have 
to be general—or under the Madison view, that the general-welfare 
clause indicated that the pert specifically delegated to Congress 
still had to be exercised for the general we lf are. Congress must do 
its proper job. 


Senator Lopee. | a this isa see ation on the unfettered powe1 
of the people in the bureaucracy spend the money in a way they 
see fit. 


I think this is a pe rfectly proper use of our power to tel] them 
how the by shall spe nd this mone Vy. 

I think it is in the exact opposite direction from what the Senator 
from Virginia says. 

I do not think it is at all a case of magnifying the power of the 
State. Ithink it wi case of ote limitations and directives on the 
way this money Is going to be spent. 

Senator Bricker. Mr. Chairman / 

The Cuatmman. Mr. Bricker. 

Senator Brick! R. We welcome the Senator from Massac husetts. 

Senator Lopce. Thank you, sir. 

Senator Bricker. We are glad to have him here. I do not want 
to reflect upon his State at all, but I once heard of an argument be 
tween a Texan and a Massachusetts patriot. The Texan was bragging 
about Sam Houston, the battle of the Alamo, and the many glorious 
events in Texas history. The man of Massachusetts said, “We have 
some great heroes in our State, also.” “Name one.” said the Texan. 
“Paul Revere.” he responded. “Oh.” said the Texan. “vou mean the 
guy who ran for help.” 

Senator Loner. That is about as accurate as many of the remarks 
made about Massachusetts. 

Massachusetts itself has been a leader from the beginnine. and 
it is still going on. 

Senator Bricker. They have a good representative in the Senate 
of the United States. 

The CHatmrmMan. Second that 

Senator Ropertrson. Allow me to agree. However. T think in 1 


cent years, Harvard has been turning out some economists of the kind 
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described as a financier without any money, with a Phi Beta Kappa 
key at one end of the watch chain, and no watch at the other. 

Senator Lover. Harvard has turned out a very wide variety of 
products. 

The CuHarman. Thank you, Senator. 

Senator Dirksen. Mr. Chairman, I want to say, with respect to 
Senator Lodge’s bill, that it would need some modification before ] 
could feel that I would support it, because it does not provide, of 
course, for the building of facilities to handle defense contracts in 
those different areas. You merely use the facilities of contractors who 
are already there. 

Senator Lover. That is right. 

Senator Dirksen. It would do no wood for a distressed coal mine 
area such as you have in southern Illinois, or Pennsylvania, or West 
Virginia : and vetasa matter of fairness, ] doubt very much whether 
you want to put a burden upon taxpayers and not give them the full 
benetits, so that paragraph (b) of your resolution ought to be amended 
to make it mandatory ana to provide also tor the construction ot 
facilities. 

Senator Lopce. Has the Senator proposed that ? 

Senator Dinxsex. I would propose it if the committee was going to 
seriously consider the incorporation. 

Senator Loner. Twill be elad to eive that consideration. 

Senator Dirksen. I see no way to bring about a uniformity in which 
everybody is interested unless it is set up to be mandatory, for oo 
thine. and secondly that it would include also the construction of t he 
facilities in distressed areas. 

Because there are other areas like those in [llinois, where you have 
a coal mine and where because they have pulled out the equipment 
and machinery and left counties higeh and dry, you ean get some re - f, 
I would feel that there would be some discrimination in the bill as it 
‘sset up at the present time. 

Not that it is deliberate, at all, but that is the way it would work. 

Senator Loner. There is no deliberate discrimination, at all. Tf the 
Senator wants to introduce a bill for the coal mines, I will certainly 
give it very careful consideration, as I do everything the Senator 
from Tlinots introduces 

I think this is eood as farasit woes ° maybe it does not 0 far enough, 
I do not know. 

The Cy AIRMAN, Senator Moody ? 

Senator Moopy. Mr. Chairman, I hope the committee will give 
serious consideration to this amendment by Senator Lodge. 

Unfortunately, I could not be here to hear all your remarks be 
enuse T had another meeting, but I would like to point out, that not 
alone has the unemployment which has been created in a great many 
areas come about because of the action of the Federal Government 
stepping in and taking away materials for necessary uses some of the 
metals that are needed to produce, and some of the other material 
needed to produce, and thereby bringing about a vast amount of un 
employment and suffering in communities like Lawrence in Massa 
chasetts, and Detroit—— 

The Cramman. If the Senator will vield, this does not deal with 
metals which would bring about that unemployment. 
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Senator Moony. I understand that. 

The CuHarrmMan. It is my understanding that there is such a big 
surplus of wool and cotton, that the OPS is probably going to sus- 
pend regulations on it. You have been here at hearings listening to 
the different textile people throughout America, and there is just a 
general depression in textiles no matter where it is, whether it is New 
York or Atlanta. 

Senator Moopy. That is one side of the thing. The other side of it 
is that some of the depressed situations do not involve metals, but do 
involve textiles, as a result of the economic dislocation in the country, 
asa result of Korea, and the piling up of inventories and the specula 
tions that took place after Korea. The metals situation is not the 
only thing involved here. 

[ just wanted to point out that we cannot afford, as a Nation, in 
my judgment, to allow large centers of unemployment to develop 
which could have the etfect of tearing down some of the pools of man 
power and management which are centered at certain places in our 
country. 

That is our great strength and if we allow this to be wasted and to 
deteriorate, then we are becoming a weaker Nation. 

Senator Lopcr. 1 am very grateful to you, Senator Moody, for 
making that point. At the time of Thomas Jefferson, we did not 
have an immense Federal Government that was spending a very sub 
stantial percentage of the national income, and COIng in and interfering 
and balling things up all over the country and creating a lot of these 
situations. 

The point that you make clearly indicates to me the responsibility 
that the Federal Government has in these distressed areas. 

Senator Moopy. Would you agree that the Government has 1 
alternative in these times, but to strengthen the country militarily, and 
in the process of strengthening the country militarily, a dislocation 
has become inevitable / 

Senator Lopcr. That is right. : do not criticize them, but it has 


1a) 


just hap pened. When you have a great complex of human skills such 
as you have in Detroit, for ace and sue ee as you have in my part 
of the country, it is a national disadvantage and a national catas 


trophe to break up and decompose those aggregations of human skill 
and the Federal Government cannot disassociate itself from that. 

Senator Moopy. There is no question about it, and I might point 
out that many times the distinguished Senator from Indiana has 
suggested, as others have, that Congress should write the rules on 
these things. 

Now just yesterday before the Subcommittee on Mobilization of the 
Small Business Committee, we had Dr. Flemming, the Manpowe1 
Director of the Othee of Mobilization; Mr. John Houston, the Execu 
tive Vice Chairman of the Munitions Board: and Mr. Jess Larson. 
the head of the General Services Administration, all of whom said 
that before the Vy pul it into effect, the ‘Vy were going to imp lement it 
very vigorously and they hoped it would become a part of the 
(,overnment. 

[ clo not see why we should not have had that in the law. 

The CuarrmMan, Exactly. 

Senator Benron. Does not this directive even permit the Govern- 
ent to go into a considerable price differential in order to achieve the 
ends that you were advocating ? 
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Senator Loner. I think it does; yes. 

Senator Benron. And your suggestion does not specify or set up 
a price differential ? 

Would you be willing to make a guess dealing with the subject of 
price differentials? You know there is a great risk when you permit 
Government procurement officers to accept a standard other than the 
lowest price for the same quality ¢ 

Senator Lopce. Would I make a guess as to what ? 

Senator Benton. Would you go 5 percent highert in price, 10 per- 
cent higher in price, or 20 percent higher in price / 

There is a point at which procedures of this kind are certainly 
against the interests of the economy. 

Senator Lover. I could not make a guess as to what the price differ- 
ential should be. It would have to be studied out in each case. 

Senator Brenron. I frankly think your proposal is sound in not 
mentioning the subject of price, and I am somewhat uncertain from 
what I understand of Mr. Wilson’s proposal, 1 am somewhat uncertain 
as to the intention behind it on the pr ice differential. 

You do raise problems when you tell procurement officers they can 
pay a higher price and deliberately channel orders into some areas 
rather than other areas. 

Senator Moopy. For the information of the Senator from Connecti- 
cut, may I say in testimony before my committee yesterday, that there 
is no price differential being contemplated nap The present orders 
implementing Defense Manpower Policy No. 4 may be implemented 
later by a price differential, but at the present time the only thing 
that is going to be done is to give the contracting official authority 
to place a contract in the distressed area at the same rate as the low- 
est bid from another area. 

Senator Benron. There is no doubt at all, that is a very sound 
policy. The question is, at what price does it become an unsound 
policy ? ¢ 

How much differential should you permit / 

As long as there is no price differential, there is no question about its 
being in the national economy. 

Senator Sparkman. Mr. Chairman, I want to ask just one or two 
questions. 

lirst, let me say, Senator Lodge, I am rather sympathetic with the 
objective that you are seeking to attain here. Now having said that, 
I want to say I do not think it should be written into the law. I think 
the Executive orders can accomplish it. Such an Executive order has 
been issued and I believe if it is administered properly, it can do the 
job that ought to be done, 

I do want to say this. There is another weakness in your proposal, 
and I would like you to comment on this, and that is that it is not 
tied to defense production—it is not tied to the mobilization effort, 
but it is general. 

Now it seems to me that certainly, if anything should be written into 
the law, it ought to relate only to unemployment that has been brought 
about by reason of maladjustments growing out of the defense effort. 

Senator Lover. I think you are under a misapprehension, Senator. 
My understanding of this bill is that it delates entirely to procurement 
for the Armed Forces which is to be made a part of the present act 
and therefore, it is limited to the rearmament program. 


a 
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Senator SparkMan. As far as procurement is concerned, you are 
right; you limit it. But : am talking about the cause of unemploy- 
ment. There is nothing in here that “relates that to mal: adjustments 
that Senator Moody was salisicamiabenie for instance—scareity of ma- 
terials, cutting down on civilian production, and so on and so forth. 

Senator Lopce. That is an argument for the bill, but I did not think 
it was necessary to put that into the bill. 

Senator SparKMAN. Let me state why I think it is necessary. 

Recently, we had an outstanding economist from one of the great 
schools of New England, I think it was Harvard. I am not sure, but 
I believe it was. 

Senator LODGE. I al glad to see these New England schools vet- 
ting all this attention from these distinguished southern statesmen, 
here. 

Senator SPARKMAN. [Lam not sure that those schools could have been 
maintained if it was not for the southern students we have furnished 
them throughout the years. 

Senator Lopcr. We are very glad to have had them there. 

Senator SPARKMAN. I only regret | did not have the Opportunity to 
vo there after [ finished my own school. 

Before the Joint Kconomi Committee recently. we did have a very 
tine economist—we had a group of economists there one day. One was 
from Harvard, one from Yale and I think it was the one from Harvard 
who made this statement. 

He said, “Il do not believe we should use this kind of a scheme for 
the purpose of bolstering or maintaining a planned industry that does 
not belong in a particular area.” . 

Senator Loper. Right there. let me Stuy that I have never undertaken 
fo agree with every statement made by everv Harvard man. and I am 
not going to start in now. 

Senator SPARKMAN. | want to assure you that my tieing him to 
Harvard was wholly incidental. 


Senator Bricker. Is the distinguished witness a Harvard man, or a 
Yale nah 

Senator Lopér. | do not think Il have to answer that. 

senator SPARKMAN. Now torgett ne tl at he was Tron Harvard. ce 


you disagree with the phi ilosophy stated / 

senator LODGE. | think there is a very proper use ot the powel of 
the Government. 

Senator SPARKMAN. [I am not talking about this. I mean the state- 
ment just presented to you! 

Senator Loper. That we should not us the power of Government to 
help industry / 

Senator Benton. He said to help the textile industry. 

Senator SPARKMAN. Yes: you were there. oe said, “I believe this 
isa good time to get rid of the textile indus try in New England.” 

Senator Lopce. When the time has come for all the economic groups 

America—whether it is the wheat growers in the West, the cotton 
growers in the South or the manufacturers in the North, when they 
decide they are not going to look ee for any help, then 
L will be willing to stop looking there myself, but I am not going 
to start doing it all alone when all other economic interests in Americ: 
are running down to Washington and are getting help. 
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Senator SparkMan. I would like to bring you back to my original 
statement. Keep in mind that I am in complete sympathy with the 
objectives of your amendment, because I believe that, when industry 
is dislocated as a result of mobilization, the Government ought to try 
to do something to help unemployment which develops, but I be lieve 
further that the distinguished gentleman who is testifying before us 
was right when he said that we ought not to use that power to bolster 
a declining industry, and let me say, I say that just as objectively as 
lean. Ihave no interest in any textile mill moving out of New Eng- 
land. Goodness knows, I do not believe they ever should have been 
there because cotton is not grown there, but since they are there, if 
they can operate economic rally, I hope the VW ill Stay there. 

i ‘nator Lopcr. Let me say to the Senator that every single industry 

America is potentially a declining industry. 

W hat does he mean by a declining industry ¢ 

Senator SparkMAN. I think whether or not it belonged in a cer- 
tain area, 

Senator Lopgr. Who decides what belongs where? Since when 
are we going to have some fellow in Washington saying, “You pro- 
duce here and you produce — * That is what they do in Russia. 

Senator Sparkman. No; I do not mean that. I mean to let. the 
forces of economics play. That is what we have been trying to do 
for a long, long time. 

Senator Lopcr. And we have never done it since the beginning. 
We have had tax powers and tariff powers and everything else try- 
ing to controvert the laws of economics, and if vou are going to do it 
for one group you can very well do it for another group. 

Senator SPARKMAN. Now let me go to my next step with reference 
to this unemployment which you cover as a continuing unemployment 
and not the unemployment produced as a result of the mobilization 
effort. For many years coal mining has been a declining industry 
in the State of Alabama, just as it is in some parts of southern Hh- 
nois, and particularly in certain areas of Alabama—Walker County, 
Ala. When they established the distressed list some time ago that 
county was placed on it and stayed on it. They never made any dif 
ferential in procurement or anything else to try to give them any 
relief. 

I want to call the Senator’s attention to this: A year ago a sub- 
committee of the Joint Economic Committee, of which I was chair- 
man, made a very interesting study with reference to low-income 
families throughout America and we followed that up with low- 
income families in farming. We came up with a conelusion—and 
I have noticed later that the National Economic Council reached 
approximately the same figure—that there were 2.5 million farm 
families that are underemployed. 

Now are we going to use the powers of the a Government to 
bolster them up if they are submarginal farmers? I do not think so. 

Senator Loper. What do you think we are doing now? Look at the 
huge amounts we spend for agriculture—and T am not quarreling 
with it. We are spending millions and millions and millions. 

Senator Sparkman. Yes; but not on submarginal agriculture. 

Senator Loper. Do you mean none of them are submarginal ? 

Senator SpARKMAN. Not unemployed. 
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Senator Loper. Are they not submarginal, some of them?’ Are 
they not having a hard time? I have sat on the Senate floor and 
listened to these heart rending pleas for the farmer and the terrible 
time he is having. They cannot all be prosperous. 

Senator SparKMAN. Let me say this: To the extent that we try to 
sustain uneconomic farming, we are not following the right policy 
and I do not believe that you will find that the usual farm legisla 
tion ever advocates that kind of thing. 

Senator Loper. Can the Senator from Alabama look me in the 
eye and say without smiling that no legislation is helping any un- 
economic farmer 4 

Senator SPARKMAN. No. 

Senator Lopcre. You have a smile on your face right now. 

Senator SPARKMAN. As a matter of fact 1 cannot look the Senator 
from Massachusetts in the eve without smiling. 

Senator Lopér. I am glad to hear that. 

Senator SPARKMAN. He just naturally venerates that eood humor. 

The Cnamman. Are there any further questions, gentlemen ¢ 

Senator Benron. Mr. Chairman, I associate myself with the Sena 
tor from Alabama. I do not think it is a valid argument, because 
one Hand is in the till, to say let us put the other hand in the till. 

Senator Loner. I am not arguing to put one hand in the till, IT am 
arguing to preserve a complex of human skill that is a great national 
asset. 

Senator Benton. IL agree wholly with your point. 

Senator Loner. And you, with the Connecticut Valley there, you 
ought to understand what I am talking about. 

Senator bi NTON. I do understand and agree wii ly with the DOs! 
tion you are taking, but I do not think we should further expand the 
powers of the Federal Government W ithout serious considet ation. 


Senator Lopeér. This is not expanding them, this is putting a lim 
tation on these bureaucrats to get them to do it a certain way. 


Senator Benron. May I finish please / 

Senator Lover. 1 beg your pardon. 

Senator Benron. I do not think we should use the Federal Gov 
ernment, if we can help it, to bolster up a declining coal industry or 
evel to keep the textile indust ry from volng to areas where the man 
agers think it can operate most efficiently. 

Senator Loper. I am not trying to stop them from going south. I 
am not trying to do that. 

Senator BENTON. That is What the point the Senator from Alabama 
was making. I was not sure that the two of you had come to grips 
With it. 

Senator Moopy. Mr. Chairman, | am glad to hear such a distin 
sruished Senator from the other sie ot the aisle make the port SO 
eloquently that the Government is and has been using its power to 
bolster various parts of the economy. 

For a long time we hear a lot from some Senators about how we 
are trying to socialize America. 

Senator Lopce. Do you not think we can have social welfare with 
out having socialism / 

Senator Moopy. As Governor Warren said, we can have social prog 
ress without there being socialism. 
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With regard to the Senator from Alabama, I would like to point 
this out with respect to the amendment offered by the Senator from 
Massachusetts. 

The point you raise does not necessarily enter the picture insofar 
as this amendment is concerned, in my judgment, because it applies 
not alone to situations which have been brought about as in Detroit, 
as has been mentioned, by a cut-back in metals. 

The situation in the textile industry, for example, was greatly af 
fected by other economic factors which grew out of the mobilization 
and the war—factors which have nothing whatsoever to do with the 
competition between New England and the south. That is the point, 
as I understand it, it is not, Senator Lodge / 

Senator Lopgr. Yes. 

Senator Moopy. There are factors which have hit not only the hard- 
goods industry but the soft-goods industries which came about, you 
might say, because of the delay in imposing controls after the Korean 
episode, perhaps. 

I think this situation is well taken up not only for the hard-goods 
areas but for the soft-goods areas. 

Senator Lopér. Thank you very much, gentlemen. 

The committee is in very good form. 

The CuarrMan. Mr. Fleischmann, will you come up, please ? 


STATEMENT OF CHARLES E. WILSON, AS PRESENTED BY MANLY 
FLEISCHMANN, ADMINISTRATOR, DEFENSE PRODUCTION ADMIN- 
ISTRATION, ACCOMPANIED BY GABRIEL J. TICOULAT, DEPUTY 
ADMINISTRATOR FOR DEFENSE PRODUCTION ADMINISTRATION, 
AND UNITED STATES REPRESENTATIVE TO IMC; WILLARD L. 
THORP, ASSISTANT SECRETARY OF STATE FOR ECONOMIC 
AFFAIRS; AND BENJAMIN CAPLAN, ECONOMIC ADVISER, 
ECONOMIC STABILIZATION ADMINISTRATION 


Mr. FieiscumMann. Mr. Wilson is engaged in the steel troubles and 
has asked to be excused. 

I have a statement here which he has asked me to present, if that is 
ngreeable to the committee. 

[ will say to the committee that Mr. Ticoulat has acted as Deputy 
Administrator of the Defense Production Administration. 

The CHairMan. Give your name and position for the record. 

Mr. Ticottar. Gabriel J. Ticoulat, Deputy Administrator, DPA, 
and Willard Thorp, Assistant Secretary of State. 

Mr. FiriscuMAnn. Before I start on what I think may be a hum- 
drum subject after this sparkling exposition we have just enjoyed, let 
me say what I am going to read is Mr. Wilson’s own statement. It is 
not prepared by me. He prepared it, and it is his own conviction, and 
he has asked me to say that to the committee. 

I welcome very sincerely this opportunity to discuss with you the 
International Materials Conference. There has been considerable 
evidence of misunderstanding with respect to the purpose and author- 
ity of the Conference. The facts of the situation are readily available, 
and I shall try to lay them before you. 
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As you know, the start of the Korean war on June 25, 1950, came at 
a time when our industry was operating at a generally high level of 
productivity, with consequent heavy demand for raw materials. In 
addition, the United States had been trying to stoc kpile many strate- 
gic materials for use if war came, particularly those imports which 
would be subject to wartime interference. Hostilities in Korea soon 
caused accelerated placement of military procurement contracts. In 
the fall of 1950, business firms and individual consumers, mindful of 
their experiences during World War IT, hastened to increase their 
inventories of raw materials and manufactured items which would 
become scarce if hostilities were extended. 

As similar pressures mounted in other countries, a world-wide 
scramble for strategic and critical materials occurred. Unprecedented 
price increases developed as demand overwhelmed supply. Unfortu- 
nately, production of most strategic and critical materials cannot be 
quic ‘kly increased. In tin, rubber, and wool the prices rese spectacu- 
larly: in other materials, such as copper, lead, zine, nickel, and cobalt, 
the pr ices rose substanti: illy. 

Throughout the fall of 1950, the Government took a number of 
first steps to meet specific and general problems of raw materials 
shortages. To insure effective distribution among importing coun 
tries, the United States, in Septembe rs imposed export controls on 
cotton because of a shortage due chiefly to a poor crop in the United 
States. The Congress of the United States passed and the President 
approved the Defense Production Act of 1950, which gave the Gov- 
ernment authority to stabilize prices and wages, allocate materials, 
reduce or eliminate nonessential consumption, and expand produc- 
tion of scarce materials and of essential goods and services. At about 
the same time, the United States took the initiative in bringing to- 
anaes major wool-producing countries to determine svheistlinn a serious 

shortage was imminent and, if so, whether international allocation 
should be instituted. 

The North Atlantic Treaty Organization—NATO—also began to 
examine the raw-materials problem, since the military production 
programs of all nations depend upon the availability of those ma- 
terials. In November and December initial plans were drawn by 
interested governments for an intergovernmental conference to study 
the need for international action on rubber. These and other scat- 
tered efforts confirmed and emphasized the need for a more clear-cut 
international instrument to deal promptly with commodity shortages 
of all types in accordance with uniform principles. 

The geography of raw materials is a matter of chance, with no 
country or area self-sufficient in the materials it needs and with each 
controlling some resources to which others must have access. The 
United States and her Western European military allies do not by 
any means control all of the materials that are necessary to defense 
production. The United States is certainly a most fortunate coun- 
try in this respect. Yet we are dependent to a great extent on other 
rations for over 40 very important strategic materials. For example, 
we import all our natural rubber from remote areas such as Malaya, 
Indonesia, Cambodia, Ceylon, Thailand, and Liberia; our tin from 
Malaya, Indonesia, and Bolivia; our industrial diamonds from the 
Beleian Congo and South Africa. At the same time the United 
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States is the major source not only of manufactured goods but of some 
of the raw materials, such as cotton, sulfur, and molybedenum, which 
other areas must import. An organization wide enough to embrace 
free countries in all areas of the world was required. 

The way in which international action on raw materials could 
best be organized was widely discussed within and among govern- 
ments. Guided by the results of this study and recognizing that 
circumstances required action without additional delay, President 
Truman and Prime Minister Attlee at their meeting in Washington in 
December 1950, considered an emergency organization specifically 
designed to handle the raw-materials problems of the current. period 
and similar in purpose and operation of the Combined Raw Materials 
Board of World War Il. The idea was then discussed with the 
Government of France. 

On January 12, 1951, the three governments issued a joint state- 
ment of their conclusion that early action was called for and that in 
vitations would be sent to other interested friendly governments for 
the establishment of standing international commodity groups, rep- 
resenting the governments of the principal producing and consuming 
countries of the free world which have a substantial interest in the 
commodities concerned. These commodity groups would consider 
and recommend to governments the specific action which should be 
taken, in the case of each commodity, in order to expand production, 
increase availabilities, conserve supplies, and assure the most effective 
distribution and utilization of supplies among consuming countries. 

This was the start of the International Materials Conference. 

The International Materials Conference is the title applied to seven 
commodity committees, a central group, and a staff. The raw ma- 
terials selected for coverage by the commodity committees were those 
which required immediate attention because of the widespread need 
for them and the great apparent shortage. 

Senator Bricker. Where is the home office of the International Ma- 
terials Conference / 

Mr. FretscuMann. In Washington, Senator. 

Senator Bricker. How many do they have on the staff ¢ 

Mr. FieiscHMaNnN. Do you mean on the permanent staff that is re- 
ferred to / 

Senator Bricker. Yes. 

Mr. FietscuMann. About 90 positions, Mr. Thorp tells me. 

Senator Bricker. And that does not include those in the central 
group that you refer to 4 

Mr. FietiscuMann. No; the central group is composed of people 
represe nting the member countries and organizations. 

The seven committees are as follows: 

Copper-lead-zinc; cotton-cotton linters; manganese-nickel-cobalt ; 
pulp-paper; sulfur; tungsten-molybdenum, and wool. 

The first committee met in February 1951. Invitations to join the 
committees were issued to those countries in the free world which 
have a substantial producing or consuming interest in the commodities 
concerned. After the committees met they adopted their own rules 
of membership and procedure. These rules provide for a process 
whereby new members may be added. A total of 28 countries in 
the free world are now members of one or more commodity com- 
mittees. 
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The first task of the committees was to review the facts of supply 
and demand. In some commodities this was difficult because sta- 
tistics on production and consumption were not readily available. By 
the cooperation of many countries, however, statistics were develope dL. 

The second task of the committees was to determine what, if any, 
action should be recommended to governments to alleviate the diffi- 
culties revealed by a review of the facts. In many cases the com- 
mittees have recommended that governments take action to encourage 
increased production and to develop measures of conservation. 

In a number of cases the facts revealed such a disparity between 
avatlable supplies and the requirements of the free world for defense 
and esse ntial civilian purposes that the committees recommended dis- 
tribution according to defense and essential civilian requirements. 
Sulfur, tungsten, and molybdenum were thus recommended for allo 

cation for the third quarter of 1951, and copper, zinc, nickel, and 
pear beginning in the fourth quarter of 1951. These allocations are 
renegotiated periodically, usually quarter by quarter. 

The IMC committees have no authority to decide how much of a 
commodity a country must make available or how much or for what 
purposes it shall consume. The result of each negotiation within a 
committee is a recommendation to governments, which has no effect 
unless the governments decide to accept it and to put it into effect. 

Other commodities studied by the committees were not recommended 
for allocation. Supply and demand in lead and manganese were 
judged to be about in balance: cotton and cotton linters, while in 
short supply last vear, are Now expected to be much easier: the Wool 
Committee did not agree on the scope of the wool shortage, nor on 
steps to alleviate it. The Pulp and Paper Committee has recom 
mended small emergency allocations of ne wspr int to help the press of 
many countries of the free world continue in operation, but no over-all 
allocation of newsprint has ever been recommended. 

In the course of their work the committees have obtained the co- 
operation of a great many countries which are not directly repre- 
sented, but which also have an interest in the production or consump- 
tion of the commodity concerned. In instances in which allocations 
are recommended by committees, countries which are not members are 
given an opportunity to state their requirements, and to appear before 
the « ‘committees if the y W ish. The results of the committees’ delibera- 
tions on allocations are communicated to all interested governments, 
and, after acceptance by member countries, are made public. 

In addition to the commodity committees, there is a central group, 
the function of which is to decide whether any new committees should 
be established to supervise the work of the staff, and to effect coordina 
tion of the commodity committees. 

Senator Bricker. Who makes up the central group? 

Mr. FietscuMann. Mr. Ticoulat has been the United States repre- 
sentative, as I will describe. 

The original central group consisted of representat ives of the United 
States, the United Kingdom, and France, but the group has now been 
expanded so that it includes representatives of Australia, Brazil, Can- 
ada, India, and Italy as well. It also includes a representative of the 
Organization of American States, and one from the Organization for 
furopean Economic Cooperation. 
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The Cuarman. Let me ask a question. 

Senator Ferguson made a speech some time ago. Has he talked 
with you? 

Mr. FietscumMann. I have talked with him on this subject once or 
twice, Senator, yes, sir. 

The Cuarman. He has introduced an amendment here and I told 
the Senator we would be glad to have him testify, but he said that 
he would not do that and that he had spoken about this with you. 
He asked that I, as the Chairman of the committee, file a statement 
that he had prepared, that he would not come down and testify, so 
without. objecting following your testimony, I am going to file his 
statement. (See p. 1499.) 

Mr. Fixiscumann. | would like, at the conclusion of Mr. Wilson’s 
statement, to make a short statement on the subject. 

The staff of the International Materials Conference is contributed 
by interested governments. The executive secretary is an American, 
and the United Kingdom and France have each contributed one as 
sistant executive secretary. 

The staff has the task of servicing the commodity committees and 
the central group, and is not engaged in the development of policy 

The commodity committees and the central group elect their own 
chairmen and vice chairmen, and a broad representation of the var 
ious countries in the free world prevails. The first chairman of the 
central group was an American, Mr. Edwin T. Gibson, Deputy Ad- 
ministrator of the Defense Production Administration, and I might 
add in private life he is the executive vice president of the General 
Foods Corp 

Senator Benton. Where is he now? 

Mr. FietscHMann. He has returned to private business. 

The present United States representative on the central group, Mr. 
Gabriel J. Ticoulat—I might add that Mr. Ticoulat, in private life, is 
vice president of the Crown Zellerbach Corp., on the west coast— 
serving as Deputy Administrator of the Defense Production Admin- 
istration, is here today and will furnish the committee with details 
concerning allocation programs recommended by the Conference, and 
any other questions concerning their operations. 

The Cuamman. I believe the eventual effects of the world situation 
ine anne r should be brought up. 

FLEISCHMANN. Mr. Ticoulat will bring that out. 

I ‘aad like to comment on only two aspects of those programs. 
First, the share of world supply recommended for the United States 
has in every case corresponded closely with the share the United States 
secured for itself in the days of free competition for supplies in the 
years of 1948-50. 

Second, I am convinced that the general acceptance by the govern- 
ments involved of IMC allocation recommendations has contributed 
substantially to avoiding runaway price increases in the short mate- 
rials. The produci ing and consuming governments alike have, I be 
lieve, made real efforts to comply with the accepted arrangements as 
is evidenced by our success in achieving the general levels of supply 
agreed upon. This cooperation has avoided the competitive ser ae, 
for materials which could have resulted in increasing beyond reason 
the cost of our mobilization program. 
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In connection with the problem of imports of raw materials, I would 
also like to stress the stabilization aspects of our actions. 

Senator Moopy. Mr. Fleischmann, is it your position and the posi- 
tion of Mr. Wilson that, had the International Materials Conference 
not been instituted, the cost of mobilization would have been increased 
materially ? 

Mr. FuriscumMann. I do not think there is any doubt of it. I have 
statistics to give at a hor ‘date as to what effect it has had on prices 
and, as I say, that appears later in Mr. Wilson’s statement if you will 
let me proceed. 

Senator Moopy. Thank you. 

Mr. FieiscHMaANN. During 1951 we experienced declines from the 
1950 peaks of imports of nonferrous metals, while domestic demand 
continued to rise at a greater rate than the expansion of our domestic 
production. 

An part, we could not expect to maintain the abnormally high levels 
ot "imports of 1950 as world stocks were de ‘pleted under the surge ot 
demand. Another part of the reason for this decline in imports was 
a diversion of supply from the United States to foreign markets be 
cause of the difference between domestic and world prices for these 
commodities. 

‘This is a very important point. Other countries were paying more 
than we were. 

The CnatrmMan. That was the case in cotton. As a matter of fact, 
cotton went to 75 cents. 

Mr. FierscuMmMann. That is correct. 

Some copper was sold at well above our 2414-cent domestic ceiling, 
with some sales being reported as high as or even higher than 50 cents 
on the European Continent. Likewise, lead and zine were bid up well 
above our respective domestic 17- and 171%4-cent price ceilings, with 
sales being made to foreign purchasers at 24 and 28 cents a pound o1 
even higher. Our imports fell otf as sales to other coul tries became 
more attractive. 

In the case of copper, we took action in M: ay 1951 when the } rice of 
Chilean copper was raised 3 cents a pound. Thereafter. Sltiaes re 
fined in the United States from imported ores was also raised 3 cents 
a pound. The shortages of copper in the late summer and fall of 1951 
were due to strikes in both Chile and the United States. which eut into 
production and, of course, these decreases were not in any way due 
to the level of copper prices. 

Senator BEN'TON. By what process did Chileat copper go up 
5 cents a pound ¢ 

Mr. FLetscuMann. By the Chilean Government ? 

Senator Benton. Is it officially controlled by the Chilean Govern 
ment ¢ 

Mr. FLeiscuMann. That is correct. 

Senator Benton. They fix the price, I assume, at what they think 
they can get? 

Mr. Fietscrorann. Well, that statement would not surprise me, 
Senator. 

In September 1951, when we took action to raise lead and zine prices 
and to set import ceilings on lead and zine, it was felt that no further 
action, pricewise, was required at that time for copper. The lead and 








1462 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


zine situation required us to éstablish a plan of action which called 
for increasing the ceilings on lead and zine by 2 cents a pound to 19 
and 1914 cents. We imposed import ceilings at these levels, thereby 
stating to the world that this was as high a price as we would pay 
for these metals. 

International allocations had already been accepted for zine and 
copper, and it was expected that this would substantially arrest in- 
flation of prices for them. 

We encouraged further expansion of domestic supply. It was 
recognized that a caleulated risk was being taken, and that for a time 
we could expect our imports to decline further. 

Senator Benton. Have you been handicapped by the failure of 
the Senate last year to put an addition into the Defense Production 
Act which Mr. Wilson asked for? 

Mr. FietscuMann. On zinc, Senator? 

Senator Benton. Through which you could subsidize the marginal, 
less-profitable copper mines / 

Mr. FLetscuMann. No; that is being done now. There is authority 
in the act for us to contract to purchase the output of such mines at a 
fixed price, and to encourage the exploration, development, and min- 
ing of critical and strategic metals and minerals, and that could be 
done. 

Senator Benton. You could then put these marginal mines into 
production without giving a general subsidy to all copper? 

Mr. FLetscuMann. That is correct, yes, Senator, 

Our imports of lead and zine were still unsatisfactory in October 
and November 1951 while the pipelines of the rest of the world started 
to become clogged. 

This part is very significant. 

In December the price of lead started to fall after we held firmly 
to the 19-cent import price. The calculated risk paid off for lead. 
Today we are receiving a sufficient supply and the world price has 
receded to the level of our domestic price. 

The CuarrMan. You have sufficient lead now / 

Mr. FieiscuMann. Yes, sir. 

The CratrmMan. You did not have it a vear ago? 

Mr. FieiscumMann. No. It was due to this action we took. 

The CuairMan. You decontrolled it then ¢ 

Mr. FieiscumMann. NPA discontinued the allocation of lead in 
January. World zine and copper prices have also receded and zinc 
prices are now very close to our domestic ceiling. 

The Cuamman. What about copper? 

Mr. FuriscumMann. The original asking price of Chile was 55 cents 
a pound, There are current prices in Europe today from 35 up to 40 
cents a pound, which indicates our policy is working in copper. 

The Cruamman. And it will eventually get down to our level, 
do vou think ? 

Mr. Fieiscumann. I do not know, Senator. It is a risk. Whether 
it will or not I do not know, but the price certainly has declined 
already. 

The Cuamman. If you raised the price to 40 cents, would you get 
more copper, or would the other nations just go ahead and raise 
theirs / 
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Mr. FieiscHMANN. It would depend. If we took this on a uni 
lateral basis, just going out into the market and bidding up, the re 
sult would be a scramble for copper, which was occurring right after 
Korea, and other nations would bid it up too. 

There is no assurance when anyone starts a bidding war inter- 
nationally as to who is going to come out the winner because every 
body will get into the act. 

Senator Benron. The Chileans will come out the winner. 

Mr. FLeiscHMaNN. You can be sure of that. 

Some say we could have obtained more copper, lead, and zine for 
the United States by not paying attention to price factors. But we 
have put much thought and effort into this program. Our receipts 
of copper in the fourth quarter of last year were actually somewhat 
less than the IMC allocation, and it appears that we will again be 
unable to reach our allotment in the first quarter of this year. 

Senator Bricker. Why is that? 

Mr. FieiscuMann. There are several reasons. In the first place, 
Senator Bricker, there was a fall-off in domestic production. Then 
we had the price factors, and another reason is hoarding of copper 
scrap, Which is now ended. It is beginning to flow again with the 
general easing of the market. That applies to the domestic price. 
In addition, in the foreign field, Chile was holding out for 55 cents 
for some of its copper, which we were unwilling to pay. So that it 
is not the fixing of any International Materials Conference ceilings 
that have ever prevented our getting copper, it is a group of world 
economic factors, including costs, production and _ stabilization 
policies. 

Senator Bricker. Chile is not a part of the International Materials 
Conference ? 

Mr. FietscHMann. Yes, Chile is a member. 

sut the IMC has never set world prices. We do not believe that 
is the kind of an operation that is feasible. 

Senator Bricker. You do it indirectly ? 

Mr. FietscHMann. If the governments accept the recommenda 
tions, you then have a kind of a fixed equality between world demand 
and world supply. As in our own country we find that has reduced 
the prices as they are today in metals, it has a tendency, so we think, 
as it has done in zine, to bring down an international price. 

Senator Bricker. Where was this hoarding of copper scrap taking 
place? 

Mr. FLeiscuMann. Generally speaking among the scrap dealers. 

Senator Bricker. In the United States? 

Mr. FLeiscuMann. Yes, sir. 

Senator Bricker. How was this copper in the other countries of 
the world handled, through their governments or through private 
individuals ? 

Mr. FierscumMann. Generally speaking, through private concerns, 
but subject to very strict government controls. 

For example, in Chile the two leading producers of copper are 
American firms, Anaconda and Kennecott, but they are told at what 
prices they may sell. 

Senator Bricker. By the government ? 

Mr. FieiscHMann. Yes, sir, and the Chilean policy has been this: 
We have been given 80 percent, approximately, out of the output of 
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the American firms, which is substantially what we have gotten in 
the past, and that is given to us at 27.5 cents a pound. ‘Twenty per- 
cent of their output is reserved for sale at the higher levels which the 
Chilean Government would like to get for the copper. 

Senator Bricker. Does this conference follow up where that 20 
percent goes ¢ 

Mr. FietscuMann. Does the conference follow up ?/ 

Senator Bricker. Yes. 

Mr. FieiscuMann. Only indirectly. 

In other words, after the fact, of course, we have figures indicating 
what each copper-consuming country does consume and whether or 
not they are complying with the over-all agreement. 

Senator Bricker. Are the other countries and the individuals in 
the other countries holding this copper for use or holding it for 
speculative purposes / 

Mr. FietscuMann. There is no copper that we know of, Senator, 
being held in any very large quantities. There is copper, some I 
believe—and I do not know that I have the complete agreement of 
the State Department on this—I believe there is copper in Chile to 
some degree because they are not getting the price, the higher price 
for it. 

But 1 think Mr. Thorp would agree that there is no known case of 
any very large accumulation of copper inventories in the free world. 

You see copper, unlike tin, is in very short international supply. 
If we took the IMC off entirely it would still be in short supply and 
we would still be unable to vet all we needed. It is not lke tin, 
where the tin supply is basically in surplus in the world. 

Senator Bricker. Is there any way you can determine whether or 
not this copper in foreign countries and among individual citizens of 
foreign countries is gomg behind the iron curtain or to any of the 
other countries who are opposed to us? 

Mr. FuetscumMann. Our information is that none is. Of course, 
it is a matter of vital and intimate concern to this country that none 
should go behind. I think Mr. Thorp would bear me out and I have 
other sources of intelligence too, that would confirm that, that little, 
if any, is going behind the iron curtain. 

Mr. THorr. The policy in other countries is similar to ours on this 
matter of the shipment of strategic materials, and the problem is 
merely a problem of dealing with smuggling, which is, of course, a 
proble m in all foreign trade, but so far as ‘the governments are able to, 
I think it is very clear that the trade in copper and in strategic mate- 
rials with the Soviet bloc has virtually ceased. 

Senator Bricker. We are allocating our copper in this country to 
domestic and war production, or defense production. Is there any 
allocation in these foreign countries ¢ 

Mr. Fieiscumann. Yes. This statement takes up the basic prin- 
ciple of allocation, but I might just state very briefly in response to 
your question that the basis of allocation in most of these metals is this: 
The defense production, the mobilization contribution of each country, 
is assessed as carefully as can be and that amount of copper for the 
mobilization effort of each country is first set aside. That is a pre- 
ferred use, you see, in each one of the countries that is contributing 
anything to the mobilization effort. After that an estimate is made 
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of the available balance of the world supply in accordance with the 
estimates of probable supply and that amount, which is the amount 
going to the civilian economy, is then divided on a historical basis. 

Senator Brioxer. This International Conference is distributing the 
copper and other strategic minerals to countries who are taking no 
part in the defense program. 

Mr. FiLetscHMANN. They are sharing only in the balance available 
for civilian purposes, with a percentage based on their civilian use. 
{In other words, unless they are contributing to the mobilization pro- 
eram, they get no recognition in the mobilization program. 

Senator Bricker. In other words, they got no prior allocation or no 
preferred allocation ¢ 

Mr. FuriscHMann. There is a preferred allocation. 

Senator Bricker. To those countries who are not participating ¢ 

Mr. FietiscuMaNnn. No, I did not understand. The countries which 
do not contribute to the mobilization program do not share in any 
preferred allocation. 

Senator Bricker. They receive their allocation on what basis? 

Mr. FieiscHMANN. Historical use. 

Senator Bricker. Many of those countries are not part of this inter- 
national program ¢ 

Mr. FietscuMann. There are many countries which are not. 

Senator Bricker. Yet they are receiving allocations / 

Mr. Furiscumann. Yes. You see, they always did receive copper 
from Chile and from Canada and from the other producing countries. 
Historically they need copper, just the way everyone else does. 

I want this clearly understood. We are not allocating copper in the 
same way as it was done in the war. We do not have that kind of 
control. As you will recall, we allocated many metals because of our 
control of shipping during the war. We could say exactly what metal 
went where. We cannot do that at this time. All the IMC does is 
recommend to the various nations a proposed level of copper use for 
the ensuing quarter with the objective that the over-all use should be 
at a level close to supply so that you do not have everybody bidding up. 

Now you have, as a result of that, a very substantial over-all limita- 
tion on every nation’s use of copper and we have had pitiful pleas, not 
only domestically as you know, but from every nation in the world, 
saying, “We can’t get along on this amount of copper. 

The basic diffieu ty isa very simple one. Forty percent of our supply 
of copper—and we are the ‘biggest user of copper in the world—is 
going right into the military program. 

Senator Bricker. Now, do the other countries allocate like amounts 
to their military programs? 

Mr. FietscuMann. Well, nobody, as you know, has as large a mili- 
tary program as we do. 

Senator Bricker. That is what I am getting at. 

Mr. FietscuMann. That is correct. But you see their share of the 
international supply is cut down depending on the size of their mili- 
tary percentage. 

Senator Bricker. Have you tables showing the allocation as among 
the various countries and the allocation that those countries make to 
their defense or military programs? 
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Mr. FLerscuMann. Well, the allocation can be shown and Mr. Ticou- 
lat can handle this subject better than I, but we do have such tables 
to furnish. 

Senator Bricker. I think we should have among the allocations the 
various members who are in the organization, those who are non- 
members, and the percentage which those nations are allocating to their 
defense programs out of their total supply and the amount which goes 
into domestic production. 

Mr. Fix1schmMann. We will furnish that. 

(The information requested, when received, will be filed with the 
committee. ) 

The Cuamman. Do the Soviets have great difficulty in securing 
what they need ? 

Mr. FLetscHMANN. My own information is poor and I do not think 
the Government has anything in particular about Soviet copper. 

1 know of no indication that they are as tightly pinched as we 
are, but perhaps Mr. Thorp could answer that. 

The CHairMAN. There has been a lot of talk in these reports around 
here about how far we are behind in the manufacture of planes and 
the preparation of planes and in getting the Air Force up, that I 
understand a lot of it is blamed on the fact that we need more copper. 

Mr. FLetscuMann. | know of no military program held up through 
a lack of copper, Senator. We have not permitted it. We have always 
allocated the complete requirement of copper to the military, but we 
are very pressed for lack of copper. We all know the situation in 
Detroit and elsewhere. 

The CHarrman. | asked that question to get it on the record be- 
cause I read ina report of the armed services the other day something 
to that effect. You tell me that the military has all the copper they 
need, 

Mr. FieiscHMann. I believe the best answer is this: During every 
quarter, during the present quarter, the military has returned copper 
to us after the allocations have been made because they could not use it. 

The Carman. You are also familiar with the statement that it 
is lack of proper personnel ? 

Mr. Fixtscoamann. Where? If they are referring to me, I guess 
I would have to plead guilty. 

Senator Benron. How rapidly do you think this copper situation 
is going to be alleviated? Would you make a prediction ? 

The CuarrMANn. Here is what they stated: 

It is significant that three different men have held the top Government spots 
in aircraft procurement since the outbreak of the Korean war. It is significant 
that far too many production jobs are filled by men lacking experience assisted 
by men who cut their teeth on the production line. 

Mr. FLe1iscHMANN. I guess that is me. 

The Carman. I just wanted to ask you that because that would 
be a reflection on this committee for not checking into the proper 
manner of handling this affair by you and Mr. Wilson. 

You say they have not only gotten enough copper, but they have 
returned copper 4 r 

Mr. FietscuMann. They have returned it both for the first and 
second quarter. 

The Cuamman. What other items are being returned ? 
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Mr. FueiscHMann. Aluminum and steel, the only items we allocate 
to them under the controlled-materials plan. 

The Cuamrman. You stated that the other day at the hearings. 

Mr. FiaiscHMaANn. I will be glad to furnish an exact table of the 
returns. 

(The information referred to follows :) 


Controlled-materials allotments returned by the military departments as excess 
to their needs in the various quarters 


Steel Copper il copp t 
: LIOYS 
Alumi 
num 
Stain- Brass Wire Found-) (thou 
Car- s Struc : les mill mill ry sands of 
»} lo ‘ 
bon ! : eal tural ~~ ¥ | (thou thou thou thou- pounds) 
ons tons) 
tons) 7 tons) : sands of sands of sands of sands of 
} ounds) pounds) pounds) pounds 
Fourth quarter, 1951: Net 
returns 56, 629 7, 892 25, 676 30, 240 Is, O99 ( ) 2. 549 
First quarter, 1952: Net 
returns 246, 000 970 | 20.510 | 38.000 | 11,173 48, 70K 2. 400 1, 400 92 000 
Second quarter, 1952: Net 
returns 140, 677 1,000 | 21,000 | 22,674 | 9,721 | 22, 900 2, 251 §22 34, 090 


1 Includes carbon plate and carbon structural 


The CHarrmMan. This committee has no authority to be legislating 
on the armed services and I do not intend to have any argument 
as far as I am personally concerned with what the Armed Services 
Committee is doing. They are doing a good job. I just wanted to 
know for this committee as it is in charge of the legislation on the 
controls program for another year—and you are speaking for Mr. 
Wilson; this is Mr. Wilson’s report—that the military have received 
whatever strategic materials that they needed, to the extent that 
they have returned it in the first and second quarters. 

Mr. FiriscumMann. Senator, that is why I am down here. 

It would be the last thing, I would do, to take any material away 
from the military. I think they should prove their case because it 
will not be any secret to this committee that the military require 
ments are exaggerated occasionally. 

The CHatrMan. Is there anything to the report that you did not 
agree with them / 

Mr. FietscHmMann. As you know, Secretary Lovett, in opening the 
case for the military budget, stated that there were no substantial 
difficulties due to allocations. 

The CHarrMan. I want it in the record for this committee, that you 
are giving the military all that they have asked for and that you 
gave them even more than they could use, is that correct ? 

Mr. FLetscHMann. I want to modify that. We have not in every 
case given them all that they have asked for. 

We feel that our duty—and that is what Congress has us there 
for—ineludes the job reviewing military requirements—— 

Senator Futprient. You have given them more than they could 
use ¢ 

Mr. FierscHMann. Yes. The accuracy of our work, I think, is 
best attested by the fact that they have returned some of it 
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Senator Brrcxer. Let us refer again to the Russian situation. You 
say we do not know much about how much copper they have avail- 
able. They evidently have a considerable amount because of their 
airplane production. Do you know where they are getting their 
copper ¢ 

Mr. FietscHMaAnn. I do not personally, but my impression is that 
it is within the iron curtain. 

Senator Bricker. They are producing it within the countries under 
their control ? 

Mr. Fieiscumann. Yes. 

Senator Bricker. Are you assured that there is none of this copper 
allocated by the International Materials Conference that is going 
in any way, shape, or form to Russia or a satellite? 

Mr. FuriscuMann. I have tried, of course, Senator, to satisfy 
myself on that point. 

My conviction is, on the information I have, that if any is going, 
it is an infinitesimal amount. 

Senator Bricker. A smuggled amount? 

Mr. FieiscuMann. A smuggled amount. 

Senator Bricker. In what way are you policing the end use? 

Mr. FieiscuMann. We do not police the end use. We have no police 
powers of that kind and I would not want them set up. 

Senator Bricker. Are the foreign members of this Internationai 
Conference doing that to your satisfaction ? 

Mr. FieiscuMann. I believe so. We have a pretty good check be- 
cause we have monthly and quarterly consumption and production 
figures, and the two things balance. That is, we know what is being 
used in the countries of the free world and we know what the free 
world supply is. The copper situation is so tight that in the first place 
there is no incentive for any one of these nations to waste their copper. 
They are all yelling all the time to get more copper for their own 
domestic use. But we can balance consumption and supply figures 
pretty well and that is part of the IMC’s job. 

Senator Bricker. Are any of the countries or the citizens of these 
countries or the corporations in these countries, the businesses of the 
countries who are parties to this program, are any of them cheating 
on the program as you know of and buying in the world market more 
copper than is allocated ? 

Mr. FieiscuMann. No, sir. Occasionally we have been guilty of 
this and others have. Occasionally, because of the difficulty of a com- 
plex operation of this kind, there is a slight overage in one quarter 
or another and that is made up in the suce eeding quarter if it happens. 

Senator Bricker. As I understand it, this country prohibits the 
use of copper that is bought on the world market by concerns in this 
country for their own use. Do the other countries do the same thing? 

Mr. FieriscuMann. Other countries have schemes of allocation 
which differ from ours. No country in the world has had a controlled- 
materials program. Part of our allocation has been done by a priori- 
ties system. 

We do not attempt to police the internal use of copper in other 
countries except to the extent of seeing to it that their stated military 
requirements for copper are verified to the fullest extent possible and 
we extend the same courtesy to them. 
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Senator Bricker. And they are utilizing the allocated portions for 
military uses to that purpose, to your satisfaction. 

Mr. Freiscumann. Yes, sir, as well as I can be satisfied on that 
point. We have tried very hard and we are reasonably well satisfied 
that that is the fact. We are engaged today in trying to improve our 
methods of determining that fact. 

We have a very grave difficulty, Senator, in determining our own 

exact military consumption of copper. The reason is one with which 
vou are familiar. 
’ We allocate for what we call A products—this is a technical sub- 
ject but generally speaking it means the bigger end products that 
the military uses. On the other hand, every ‘tank has some wiring 
devices of a kind that we call B products. 

Now there is not any very accurate way to determine the exact mil- 
itary use of copper or anything else that goes into B products. We 
must estimate. We make an honest estimate. We have eve ry reason 
to believe that the other principal countries also make honest esti- 
mates, but we are all continually trying to improve it. It is not per- 
feet. 

Senator Bricker. Can you ascertain in this country how much cop- 
per goes into the production of an automobile, for instance / 

Mr. FietscuMann. Yes, we have to make estimates. 

Senator Bricker. Do you have any idea how close those estimates 
are to the full figures? 

Mr. FieiscuMann. I think by now they are pretty good but when 
we first set up this operation, Senator, the estimates coming from in- 
dustry were all over the lot. 

Now they are pretty good. I think Senator Moody knows how 
much they have changed and how much they have reduced the use 
of copper in automobiles. They vary, as you know, from one quarter 
to another, Senator Bricker. 

Senator Moony. That industry, Senator, has great ingenuity and 
is doing its best to cut down on the use of copper in automobiles. How- 
ever, an automobile does require a substantial amount of copper, still 

Senator Bricker. I appreciate that. 

Now are these other countries as accurate as we are in ascertaining 
the amount of copper that is used in their industrial programs and 
in their war programs ? 

Mr. Furtscomann. That is very hardtosay. The British, of course, 
like ourselves, have had tremendous experience in wartime controls. 
If I wanted to generalize, 1 would say they are probably at least as 
accurate as we are in determining their requirements. Other countries 
may be less well organized; I would say however that their total take 
is small compared to ours and the British. 

Senator Bricker. We have cut down our production of automobiles 
inthiscountry. Weare the greatest user and producer of automobiles. 
We have cut down our production considerably, as shown by the 
situation in Detroit, and in some of the materials supply production 
involved in my State. And in Sweden, Great Britain, France, and 
Italy and maybe some other countries they have increased production 
of automobiles over their peacetime production, even prior to the 
war. 

How do you account for that unless there is an abnormal allocation 
of the strategic materials for those purposes / 








1470 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


Mr. FieiscuMaNnn. We have not attempted—and I think it would 
be folly for us to attempt—to control the internal use of the copper 
which they get, any more than we would ever consent to the IMC 
controlling our internal use of copper. 

Senator Bricker. ‘That is true except on the military end of it. 

Mr. FieiscuMann. That is right. 

Senator Bricker. Now England, France, Italy, and some other 
countries—Sweden is not a part of the NATO set-up, of course, but 
they are allocated a portion of copper and they are increasing their 
production of automobiles considerably, I think some 20 percent or 
maybe more than that, at the present time. 

Is it essential if there is a working international organization, that 
there be controls of the end-use of that ? 

If we are going to cut down our automobile production here and if 
we are pouring money into these other countries as we are and then 
allocating them a greater portion of the strategic materials that go 
into the production | of automobiles, for instance, “they are building up 
their production of automobiles, and I think if we are a part of the 
international program, if it is for war purposes, if we are preparing 
to defend the free world as you say, I think there ought to be some 
more control or a better cooperation in the use of those materials for 
defense purposes. 

Mr. FieiscuMaAnn. Let me answer that very specifically because to 
me this is a very important point. 

Senator Bricker. I think it is the only justification for any program 
of this kind. 

Mr. FLetscuMANN. I happen to believe, and Mr. Wilson believes, 
that some form of international cooperation in materials is really vital. 
We think of this as a mobilization operation. We are going to get 
rid of it as soon as we can, as we are our domestic controls, but we 
really think with the experience of the last war, it is essential. I 
know you believe we think that, we do. 

I do not believe, however, that it would be sound policy for any 
international organization to tell any member nation what use it 
should make of the copper that is allocated to it for general use—and 
I want to give you examples of why I think that. 

It is true, I think, that England has increased the production of 
one or two items like automobiles. On the other hand, our second 
biggest use of copper—perhaps our biggest use—is in construction 
and what has England or Canada done in construction? They have 
absolutely stopped it. There has not been a new school built in Eng- 
land literally, I am told, since the war. 

Canada has banned all kind of less essential construction, although 
we are going ahead with it right along. 

In other words, the particular civilian use of copper in any country 
seems to me to be a matter that the country itself should settle. 

We would certainly object if as a condition to the allocation Canada, 
which supplies a lot of our copper, said to us, “We want you to make 
fewer automobiles and build more buildings,” or vice versa. 

You see the pinch comes on everybody, when you take out of the 
world supply the amount that is needed for mobilization. After that 
what is left is the amount of copper which flows into civilian industry. 

As to that, Mr. Wilson and I—and Mr. Ticoulat I know agree— 
have considered it a proper policy to let the individual country use its 
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reduced share of civilian copper in accordance with the needs of its 
economy. I think that is right. 

Senator Bricker. I think your theory is sound, provided each coun- 
try is furnishing its own money for the purpose, but we are furnishing 
money to many ‘of these countries—we are fur nishing money to France. 
It is our money that is being used and we are the country that the 
world is depending upon to build up the defense program. 

If they are sacrificing their defense needs for the matter of their 
domestic production, to compete with us with our own money, then it 
seems the theory is unsound. 

Mr. FLeiscuMann. | agree with you completely, Senator. I do not 
believe—and I try to keep in as close touch with this as I can—I do 
not believe that such a thing is happening. 

I had the privilege of talking with the top British people when they 
were here, and I was over there and talked to them, and also in France, 
and I found a deep conviction in those two countries—I have not 
talked with the others—to do the most that they could in the mobili- 
zation effort. Now they have their politic: al problems, as we have, 
but I found among the leaders a conviction that this means business 
and they want to work to the utmost with a program that they can 
support.. I would not for one moment guarantee that in every case 
they deliver right on the barrel-head. They cannot. They are in a 
politic al situation just as we are, but I have : tinted myself that their 
intentions and their performance are up to what we have a right to 
expect, and I therefore think that we should cooperate with them in 
this international materials field. 

As you know, Senator, international materials are not a one-way 
street. We must import things like cobalt and columbium, or we 
die, literally. 

Senator Bricker. I believe there are 40. 

Mr. FietscHMANN. Yes, but there are two or three of which we are 
well aware of in this committee that we cannot get along without. 
We cannot make a jet plane if we are restricted to our own metals. 
It cannot be done. 

Senator Bricker. You say there is more copper that goes into our 
construction program in this country. Have you the proportion of 
copper that goes into the building program ? 

Mr. FueiscumMann. We will furnish that. 

(The information requested follows :) 


A STATEMENT OF THE PROPORTION OF THE UNITED STATES COPPER SUPPLY 
ALLOCATED TO CONSTRUCTION USES IN THE VARIOUS QUARTERS 


Approximately 25 percent of the total quantity of copper, copper-base alloy, 
brass-mill products and copper-wire mill products, which are the subject of 
allotment by the Defense Production Administration, are being allotted in the 
third quarter of 1952 for construction and its directly related demands. The 
term “construction” as used herein not only refers to the construction of build- 
ings but includes the construction of electric transmission lines, the installation 
of wiring and plumbing, the requirements of such metals in the manufacture of 
B products such as lighting fixtures and building hardware which are used in 
construction projects. The term “construction,” as used in this reference, also 
includes the quantity of such materials to be made use of for maintenance and 
repair in connection with construction as so defined, the total requirement for 
which purposes being approximately 10 percent of the total quantity of those 
materials to be allotted for construction. The above percentage of 25 percent 
would have been as much as 5 percent higher were not aluminum to be used 
iS a substitute for such copper production construction 
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Senator Bricker. You mentioned also that those other countries 
are not building any buildings. England and Sweden—I do not know 
so much about the other countries—and Holland and Belgium are 
building extensively in government buildings. 

Mr. FieiscuMaNnN. Oh, yes; they are rehabilitating a good deal of 
the damage caused by the war. 

Senator Bricker. And they are also building new residential build- 
ings, at least. 

Mr. Fieiscumann. To some extent, but 1 can give you figures on 
this: The extent of use of copper and other metals in building through- 
out the world does not compare with what use we make of it. 

I give you that testimony, simply because I want to emphasize the 
fact that one country may elect, with its copper, to do one kind of 
thing and another may elect to do another, for economic reasons. 

It seems to me that it is a sound principle to say that that is the 
business of the particular country, providing they dedicate the amount 
of copper that is allocated to them for defense purposes to that purpose. 

Senator Bricker. That is, of course, a serious problem and does 
raise a political issue, as vou know. 

As France tried to increase its taxes to pay for these things, the 
government fell. 

If we try it in this country, this Government will fall. They have a 
situation in England w here Bevan is considerably opposed to the 
increased military program there, but are those countries, in your 
judgment, going to be able to fulfill their obligation in their defense 
programs, as far as this allocation of materials is concerned ¢ 

Mr. Fieiscumann. I think so, Senator. That is my own judgment; 
as T say I am not expert in this field but it is a part of my responsibility 
tosome extent. I have looked at it and thought about it, and I believe 
it will. 

Senator Benton. Do you have any prediction as you look ahead, as 
to when the tightness may become less tight and the copper become 
more available to those outside of the w ar-produc tion work? 

Mr. FLetiscHMann. I can make no optimistic prediction about cop- 
per. I have told this committee before that the aluminum and steel 
situations are improving very rapidly and by the end of this year we 
will be out of the woods on both of them in my opinion. 

With copper, Senator Benton, it just is not true. We get no addi- 
tional supply of copper domestically. 

Senator Benron. Could you make a 1955 prediction ? 

Mr. FieiscHMann. I am seldom unwilling to make a prediction 
if you put it far enough ahead, Senator. I will not be here, but I 
know Mr. Larson—who knows more about the supply situation than 
i do—predicted that in 1955 we would be about even on copper, that 
we would have enough increased supply—there is not much other sup- 
ply that can be brought in, but he predicted we would be about in 
balance. 

I will only add a footnote to that prediction. I will predict we 
will not be in balance before that. 

Senator Bricker. I noted a statement in one of the publications last 
night, of Anaconda, advising against too much utilization of sub- 
stitutes and predicting a more optimistic view than you have. 

Mr. FLeiscuMann. I hope they are right. 
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Senator Bricker. I think they mentioned 1953. Did not some of 
the industry advise against Government expansion of the copper 
program ? 

Mr. FietscuMann. Yes. This is a matter in which the people who 
have been entrusted with these responsibilities, including Mr. Wilson 
and me, must make the best judgment we can. We get advice from 
both sides. ‘The copper companies have been very critical of both 
Mr. Wilson and me for advising as many people as can to shift to 
aluminum or light steels or other substitutes because they say what is 
obviously true, ‘that if enough people do that, there will be a coppet 
surplus. 

Our best judgment and our combined judgment is that that is far off 
and that a person is well advised to use aluminum rather than copper 
if he can do that, 

Senator Bricker. Is there available copper for expansion in this 
country or for the expanded production in this country ¢ 

Mr. FueiscuMann. We have tapped most of the sources. 

As you know, the bringing in of any mineral is subject to a very 
steep law of declining returns. As you get down further, it costs more 
and more to get less and less of any mineral. 

Now that is true in copper. We are bringing in some high-priced 
copper which will not be available until 1954 or 1955. It is the judg- 
ment of those who know better than I, including Mr. Larson and Mr. 
Young, that we have about exhausted the possibilities in this country 
for getting copper at any economic price. 

Senator Bricker. Now I notice there is be ing formed a sterling trad 
ing bloc. Is that going to affect this program in any way / 

Mr. Fie1scuMann. I do not know about that, Senator. I have not 
heard about it. 

Senator Bricker. Where the sterling currencies are combining to 
squeeze the United States out of the market insofar as they can. That 
does not mean only in materials and metals but it means all production. 

I just wondered if you have analyzed the impact of that, or if this 
International Materials Conference has either considered that o1 
assumed any responsibility for it or taken any steps to prevent it ? 

Mr. FLEIscHMANN. Not as far as I know. That group would have 
no authority of any kind, except the individual committees with re- 
spect to individual commodities. I do not know anything about that 
situation. 

Senator Bricker. Mr. Thorp, have you analyzed the impact of such 
a movement of that kind ¢ 

Mr. Tuorr. I think what you are referring to probably, Senator, is 
the effort on the part of the ‘United Kingdom and the other members 
of the sterling area to get their financi: al situation back into order. 

Senator Bricker. That is true, but it affects markets and the dis- 
tribution of goods. 

Mr. Torr. In large measure what they are having to do is to en- 
deavor to cut down on the purchase of goods from outside the sterling 
area and if possible to develop more sources within the sterling area. 

I cannot offhand see that that is particularly related to the prob- 
lem of copper. It is true that the largest source of copper, I believe, 
that the United Kingdom has, is from areas already within the ster- 
ling area—areas in Africa. 
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The Cuarrman. You may proceed with your statement, Mr. Fleisch- 
mann. 

Mr. FietscuMann. Although we might have been able to outbid the 
world in a cut-throat competitive scramble, there would have been no 
common defense if we wrecked the economies of our allies. And, of 
course, there was no assurance that outbidding for copper would in- 
crease our imports. It might merely increase speculative hoarding 
as producers waited to see just how high we would bid. Copper will 
remain a problem until our actions to increase domestic and foreign 
output become effeetive. We all realize, however, that the supply ‘of 
copper, lead, and zine has eased and that we have recently been able 
to make more available to our civilian economy. 

It seems clear that any effort to solve problems of shortage or surplus 
in raw materials must be developed on a basis of genuine effective co- 
operation among a fairly large number of sovereign states and peoples. 
if such cooperation had not been developed, countries might have 
bargained the raw materials they have against the raw materials and 
manufactured goods they need; but to do this on a narrow bilateral 
basis would have lead only to holding back supplies, reducing levels 
of production and increasing international animosity. Instead of 
trading one specific commodity or resource against another, countries 
must trade all commodities in general cooperation for the defense of 
the free world. 

Our own cooperation with the other nations of the free world has, 
I think I can say, been wholehearted and effective. We have tried 
not to lose sight of the fact that our strength and the strength of the 
rest of the world are interdependent. We are prepared to stand as 
the leader of the opposition to Communist tyranny but we do not 
want to stand alone. 

I want the committee to know that from the standpoint of the 
United States Government the International Materials Conference is 
‘i proper and important part of the administration of the Defense 
Production Act. It has no function beyond the purposes of the De- 
fense Production Act and it is well designed to contribute to the 
accomplishment of those purposes. 

Legal and effective use of the priorities and allocation authority 
rests upon information and judgment as to the needs of the national 
defense, including the essential civilian economy, and the relative 
importance of those needs. Uniformed and unreasoned allocations 
of materials would be arbitrary and unlawful. The procedure for 
securing information and making judgments with respect to the 
domestic aspects of the defense program is fairly well known. The 
procedures affecting the international part of the program are essen- 
tially similar. 

On the domestic side, the Defense Production Administrator has 
designated 20 officers and agencies of the Government to present the 
requirements for materials of various segments of the economy. Thus, 
the Secretary of Agriculture makes known the needs of the farmer, 
the Secretary of Defense presents requirements of the military pro- 
gram, the Secretary of Commerce claims materials for coastwise and 
overseas shipping, and so on. Representatives of these “claimant 
agencies” meet t and confer with a view to resolving the conflicts which 
must occur whenever total requirements exceed total supply. 
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Out of these conferences come recommendations for materials allo- 
cation that reflect reasoned compromise and adjustment. By facing 
the hard fact of limited supply and discussing freely the effects which 
cut-backs will have on the various programs an intelligent over-all 
program may be arrived at. Thus, if it appears that the production 
of certain items must be curtailed, it may well follow that the provision 
of transportation services can also be reduced. If the product is not 
available for shipment, shipping facilities are to that extent unneces- 
sary. On the other hand, if it becomes necessary to limit the expan- 
sion of one transportation system, that limitation may make necessary 
the provision of additional materials for mi unten ince of another sys- 
tem on which an increased burden will fall. By such means—a joint 
attack on the problem of supply and requireme nts—20 programs, and 
more, may be shaped to conform to inadequate supply without un 
necessary damage to any of them. 

In arriving at informed decisions on materials allotment it is not 
possible to isolate the domestic scene. Require ments for foreign pro- 
duction intimately affect military and civilian programs both in terms 
of supply of raw materials from abroad and the export of raw mate- 
rials and products to other nations of the free world. 

The importance of Canadian nickel, Chilean copper, and African 
cobalt is immediately obvious. The requirements of the economy of 
those and of the other countries outside the area of Communist domi- 
nation are equally important. As long as world supply of materials 
necessary to our own and other nation’s production programs con- 
tinues to be inadequate, there is need for the same joint consideration 
of how those programs may be adjusted to the realities of supply as 
is given our domestic programs through the device of the claimant 
agencies. 

In the commodity committees of the International Materials con- 
ference the claims of the various major producers and consumers are 
stated and discussed, compared and adjusted, on the basis of informed 
opinion. In such meetings it is possible to evaluate comparative 
essentiality and the interrelation of necessary program curtailments 
in quite the same way that the requirements committees of the Defense 
Production Administration coordinate domestic programs. The rec- 
ommendations of the commodity committees go to all the governments 
involved and make possible decisions by those governments based on 
adequate information and the exercise of reasoned judgment. Some 
such procedure is clearly necessary to avoid arbitrary decisions. 

Since the product. of the work of the commodity committees is a 
recommendation to the various governments which can be given effect 
only by action of those governments, criticism of the conference must 
take the form of a contention either that we should not seek the advice 
on materials allocation of a group in which foreign governments are 
represented, or that we should not be guided by such advice. While 
world supplies of important materials are inadequate to meet all 
demands, it is obvious that we must welcome all the information we 
can get about that demand wherever it originates. Our decisions will 
affect world supply whether we like it or not, and the more know]- 
edgeable our decisions the better they will be. If it is not in seeking 
advice that we commit error, it must be that awe are wrong in follow- 
ing it. This is, of course, entirely possible, and I am most anxious to 
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receive and consider any evidence on the point. No facts have been 
brought to my attention tending to show that a different allocation 
than any adopted by the U nited States on the basis of IMC recom- 
mendation would more effectively serve the purpose of strengthening 
the free world against the threat of Communist aggression. 

For emphasis, I want to repeat that we are not and cannot be bound 
to accept the recommendations of the IMC. When those recommenda- 
tions are accepted for the United States that acceptance flows not from 
any preexisting commitment to the conference as an international 
organization but from the honest conviction that the results ham- 
mered out in across-the-table negotiation do in fact best serve our 
national interest. We must make our decisions whether or not the 
conference makes a recommendation, and I want to assure you that 
most careful consideration will be given any iota of evidence that an 
IMC report gives us bad advice. 

The International Materials Conference has done much to put an 
end to the chaotic scramble for raw materials which started in 1950. 
Prices have tended to become more stable, and distribution of scarce 
materials has been put on the basis of requirements for defense and 
essential civilian purposes. This has meant a decrease in tension 
between the countries of the free world and a demonstration to poten- 
tial aggressors that the free world can cooperate effectively in a very 
difficult and complex field. 

The free world faced and still faces a situation of danger because 
of the threat of aggression. In order to meet this threat, the free 
world must be strong. In raw materials this means that each country 
of the free world has a responsibility to manage its own resources and 
deal with other countries in such a way that the free world obtains 
the most efficient use of supplies which are available. The needs of 
defense must be met. No one country can accomplish this by itself, 
and all must work in cooperation. 

The function and purpose of IMC is to meet this emergency need. 
When the emergency and the need end, IMC will end. But I am con- 
vinced that now, while the need exists, IMC is making a valuable con- 
tribution to the defense of all of us. 

Senator Fursrienr. Mr. Chairman, I want to ask Mr. Fleischmann 
while he is down here about the aluminum proposal. I was wonder- 
ing about the time. I wanted time to ask him about the proposal 
for the stockpiling of aluminum. 

The CHatrman. Certainly. 

Senator Benron. Mr. Thorp, how much of the Chilean production 
of copper is American financed or controlled, or owned by American 
companies or capital ? 

Mr. Tuorp. I believe that varies from time to time. In 1951 it 
was about 95 percent. 

Senater Benron. Do these American owners have any influence 
on the Chilean Government in setting the price of copper ? 

Mr. Trorp. I think they pr obably meet together on the problem 
quite regularly. 

Senator Benton. So you think the American owners are probably 
net ignorant of the fact that the Chilean Government is about to 
push up the price of copper? I may interject that Senator Moody 
and I have probably as great an interest in copper as anybody in 
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the Senate because in his State he has 100,000 unemployed, allegedly 
largely due to the scarcity of copper. In my State I suppose we are 
by far the biggest buyers of copper in the country, and fabricators 
of copper. W aterbury calls itself the brass capital of the world. The 

valley is full of people who need copper and, of course, there is the 
risk of grave unemployment in my State due to shortages of copper. 

Mr. Tuorr. I think as far as the Chilean picture is concerned it 
is fair to say this, that the understanding whereby the United States 
gets 80 percent of the copper produced by the large mines at 2714 
cents, was an understanding reached between the two Governments, 
and that the balance of the copper which is sold from Chile through- 
out the rest of the world, is sold in accordance with instructions given 
the companies by the Chilean Government which does the negotiating 
for these other sales, and from which the companies do not get the 
full return of their higher price. 

Senator Benron. The matter of negotiations between the com- 
panies and the Government would be a subject upon which you have 
no facts to present. 

Mr. Tuorr. I do not know exactly what you mean. 

Senator Benron. If the Chilean Government can arbitrarily put 
the price up 3 cents, as Mr. Fleischmann says it has done, there is al- 
ways the presumption that it could happet ) again, and we have an in 
terest in low prices, in Connecticut and the interest of the Chilean 
Government is in high prices. 

Senator Moopy. I might say that it is a great deal more than 3 
cents that is involved here. As a matter of fact, is it not true, Mr. 
Fleischmann, that for part of the supply they put their price up to 
D0 cents / 

Mr. FuricuMann. It is up to DD cents but vou understand that 
price eXCeSS cloes hot go to the companies. The compat ie 
the ones who put the price up. 

Senator Benron. What do the conipanies vet ¢ 

Mr. FieiscuMann. | think they get 2416 cents. 

Senator Benton. The Chilean Government gets the increase ? 

Mr. FLeiscHMANN. They tax there just as we do here. 

Mr. Ticounar. They also take the excess over 2716 cents when sales 
are made at 35 or 40 or whatever the price may be. 

Senator Benton. Then the companies also have a conflict with the 
Chilean Government, as well as a conflict with the buyers in Con- 
necticut. 

Mr. FuriscuMann. The companies have not advocated that we go 
out and pay 50 cents for copper, I assure you. 

Senator Benron. I am very glad to hear that. 

Senator Moopy. Mr. Fleischmann, as you know perhaps better 
than anyone else—we have been in frequent communication on this 
matter—as Senator Benton has said, copper is of special interest to 
me because of the situation in the automobile industry. 

I think we might agree that we ought to have two primary objec- 
tives, and I would like to ask you now whether these are your 
objectives, and I would like you to comment on the effect of the 
IMC on these objectives. One, of course, would be to get the maximum 
amount of copper needed for the build-up of our own military pro- 
gram and I am glad to have you reiterate that no military items were 
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delayed for lack of this material. Then I would like to see us get 
the amount of material necessary for civilian supply, to stabilize the 
world situation and prevent a world war and have a strong mutual 
security program against the threat of Russian aggression. 

Mr. Fierscumann. Yes; I would go further. My interest being 
in production, I want to get the maximum amount of copper by any 
means. 

Senator Moopy. That is what I mean to imply. 

Mr. FieiscumMann. If I thought that even with some damage to 
the stabilization program we might get more copper I would be in 
favor of getting more copper, but “I do not think you get more copper 
nec essarily by just going out and engaging in a buyers’ race because 
every other buyer does the same thing. 

Senator Moopy. You have anticipated my next question which 
specifically is this: If we should upset IMC because we are short of 
copper in certain civilian industries in this country and if we should 

go out and pay whatever prices might be asked and overturn the en- 
tire system, do you feel that that would help our country, and spe- 
cifically help those in defense or would the effect be the opposite, I 
would like to have your honest opinion on it. 

Mr. FieiscuMann. I was going to say, I will give my regular 
opinion. | ; 

My opinion is that the International Materials Conference is a 
necessary and useful advice for a very limited period of time. That 
period of time was the emergency period when the international use 
of strategic metals exceeds the free world supply. 

The reason | Say it is necessary is because eve ry nation, including 
our own, is a have nation with respect to some metals and a have-not 
nation with respect to others. We must import as well as export to 
survive. So must other countries. At atime when there is not enough 
to take care of the mobilization program—in some metals there is not 
even enough to take care of that alone; nothing for civilians—we must 
in my judgment come to agreements with the other nations of the free 
world who need help and basically can help us in return. 

It is the distinction between an orderly way of providing for the 
needs of the mobilization of the free world, and a hit-or-miss wild 
scramble, 

After thinking it over as deeply as I can, I favor the method that 
was proved successful in World War II. 

Senator Moopy. Could the IMC accurately be called a cartel? Do 
not cartels limit production and create shortages and fix prices and 
are they not usually private associations? Do you think that IMC is 
a cartel / 

Mr. FietiscHMann. Well, I do not see how any association of gov- 
ernments for consideration of international problems by the nations 
could be considered a cartel. As I understand cartels in the legal 
sense, they refer to agreements among private produce ers to limit 
supply and divide up markets, and they do not include the consumer 
interest. 

Now we do not have such an arrangement. There is no allocation 
from the source in IMC. This is an agreement among sovereign states, 
both consumers and producers, which represent the law in their own 
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nations. that they will expand production, and have an agreed-upon 
distribution during the period of this emergency, and it is not even 
binding on any nation. Any single nation can kick it over at any time. 

Senator Moopy. Now, Mr. Fleischmann, did I understand you to 
say im your response to the question of Senator Bricker that the 
allocations to the other countries that you have mentioned have been 
reduced ¢ 

Mr. FLeiscHMANN. The allocations of some nations are down, 
whereas other nations participating largely in the war effort are up, 
percentagewise, generally speaking, and the committee might like to 
see the figures. Generally speaking we are obtaining a larger per- 
centage of most of the items that we did before the Korean thing, 
representing our larger mobilization program. 

Senator Bricker. You will furnish those figures ¢ 

Mr. Fieiscumann. They are in Mr. Ticoulat’s statement. (See 
p. 1500.) 
~ Senator Moopy. The allocations to nations on the basis of their 
mobilization program is up and when they are not participating it is 
down, is that correct / 

Mr. Fieiscumann. That is the general effect, yes. 

Senator Moopy. There has been considerable talk and suggestion, 
Mr. Fleischmann, that if the wraps were taken off and if our Gov- 
ernment gave permission to private buyers in this countr y to go out 
and buy, for example, this small supply of Chilean copper which may 
be on the market, that might be a good thing and might alleviate the 

situation. 

If it would be a good thing and would alleviate the situation, I 
would like to see it done and I would like to know your opinion as to 
whether it would be a constructive move or not. 

Mr. Fietscumann. The suggestion that is made is that we allow 
anybody in the Nation to go out and buy premium-priced copper and 
use that as I would call it—ex quota—outside of the controlled mate- 
rials plan. 

Of course, the controlled materials plan is based on a prediction 
of the supply of copper, both import and domestic production, that 
will be available for distribution in the United States. If private 
individuals who, simply because they have superior economic power, 
are allowed to go out and buy from the same source of supply, the 
result is a diminution of the supply available for distribution to all 
businesses, large and small, under CMP. 

What you are doing would be creating a preferred group of buyers 
to the detriment of American industr V. 

Now, let me compare that, because this is an important point. Let 
me compare that with the steel siuation. We produce all our own 
steel and we allocate that supply. 

Now, it does not hurt anybody to allow individuals in this country 
to go out and buy European steel, paying a premium price, and using 
that extra if they want to. That does not deprive anybody in the 
United States, 

Sra itor Moopy. ‘That was the reason for my question. 

*. FLEISCHMANN. We rely on our own supply in steel, but in cop- 
= a very large percentage of our supply has to be imported and 
we cannot get t along without that and that is distributed as a single 
peration with our ‘domestic supply. 
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If you allowed the imported copper ex quota you could not then 
operate the controlled materials plan which, as everyone knows, is 
being operated primarily for the military. They get 40 percent of 
all the copper there is today. 

Senator Moopy. What would be the effect if, as has been suggested, 
the controlled materials plan were taken off copper and steel and 
aluminum, except to the extent that direct defense items would re- 
main in a preference position? Do you feel that industry would 
benefit from that ? 

Mr. FieiscumMann. No, sir, I think the people who would suffer 
most would be the smaller concerns. You would have two effects. 

Let me take copper first. Those who suffered through World War 
II will recall the difficulties that we had under a priorities system. 

Now, it was demonstrated conelusively, I think, by the experience of 
that war, that where the ements for the military program ex- 
ceeds anything like 20 or 25 percent, a priority system will not guar- 
antee that military program. 

When it gets that high, the priority system does not work. 

In copper the military take is over 40 percent. Therefore, if ex- 
perience means anything, if you got rid of CMP tomorrow in copper, 
your military program would fail. That would be point one. 

Senator Moopy. You say it would fail. You feel that no other 
system except CMP now on copper would assure military production ¢ 

Mr. FieiscHMann. I have the enthusiasm of a late convert to the 
controlled materials plan because just before I left the, War Produc- 
tion Board I submitted a paper proving that it could never possibly 
work. Ithen resigned. It was demonstrated I was completely wrong. 
After I studied it, I saw that it did work. 

Senator Benton. That is very refreshing. 

Mr. FiLetiscuMann. I have never seen any other system that works. 
I will put it that way. 

Senator Moopy. | have just one more question, Mr. Chairman. 

You do not exhibit any great optimism on the long-pull prospect for 
copper, or at least in the immediate future. I would like to point out 
that there have been submitted to the Government a number of pro- 
posals for the increase in production of copper from the mines in 
Michigan. Some have been approved and some have not been ap- 
proved. I want to emphasize the fact that, since this is a metal which 
will apparently be in short supply for some time, I feel that special 
attention ought to be given and is already being given to proposals 
which would develop the great copper resources that are there. 

As you know, there is a good deal of copper up there that has not 
been mined, and it is difficult to get at because of the formation of 
the veins of copper, but I have a feeling, having been up there recently 
and having been there before, of course, that a great development in 
the mining of copper could take place up there if there were proper 
supports given to it. 

Mr. Fie1iscumann. Senator, I will only comment on this: Our pro- 
blem is always separating the sheep. from the goats in handing out 
the Gover nment’s and the taxpayers’ money. I do not think it will 
surprise the members of this committee if I reveal the fact that we 
are offered a great many get-rich-quick schemes during the mobiliza- 
tion in which the patriotic motives are somewhat diluted. 

Senator Moopy. I hope you do not think that was the case here. 
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Mr. Fie1scuMann. No, but I wanted to point out why each request 
for copper is not automatics illy approved. We have to see some rea- 
sonable return to the Government. 

Senator Moopy. There are pending some proposals by Calumet and 
Hecla, a long-established business up there which I think deserves 
special consideration from the Government. 

The Cuarrman. Senator Fulbright, did you want to discuss 
aluminum ¢ 

Senator Fu.ericut. I am not sure I have discussed this, except in a 
general way, with Mr. Fleischmann. I have discussed it with Mr. 
Wilson. 

The proposal has been made before. If the committee would per- 
mit, I have several questions that I would like to develop for my own 
information so that we will have a record that is understandable. 

This relates to the proposal to extend a long-term contract or offer 
to buy, I suppose it is, to the Canadian producers. 

You are quite familiar with that, are you not, Mr. Fleischmann ? 

Mr. FLEISCHMANN. I am familiar in a general way. I did not pre- 
pare myself, of course, for this today. 

Senator Futericnr. Are you not prepared to discuss it? 

Mr. FLetscHMaNN. Let me say this. I do not know whether you 
have heard this, Senator Fulbright, but we have arranged a complete 
submission of this proposal that is under consideration for the benefit 
of any of the Members of Congress who would like to see it. We have 
an elaborate presentation planned. It will be in Mr. Wilson’s office. 

Any Members of Congress who are interested in the aluminum pro 
gram, any Members of Congress are specifically invited to attend. We 
invited those whom we knew had a particular interest. 

[ believe Senator Maybank, Senator Bricker, and IL believe you, Sen- 
itor Fulbright, your offices were notified of the meeting. 

I perhaps could answer any questions you have, but I could not give 
you any figures. I was not under the impression that we would take 
on this matter. 

Senator Futsricur. You were not expecting to be interrogated 
about it ¢ 

Mr. FieiscHMann. No. 

Senator Fursrient. Perhaps we could ask a few general questions 
without going into the details of it. 

One thing that disturbed me very much is the article in yesterday’s 
Wall Street Journal on this subject by Mr. W. C. Bryans, generally 
speaking that paper is very accurate on matters of that kind. I be- 
lieve you will agree to that. 

Are you familiar with that article? 

Mr. Fixiscumann. I cannot remember whether I read it or not. 
I think I did. Was it this morning’s paper? 

Senator Fursricut. No, it was yesterday. 

Mr. FLeEIscHMANN. I am not sure. 

Senator Fuisrient. On this expansion of aluminum production, it 
said there was being considered some time ago, the additional increase 
of 140,000 tons of domestic capacity and/or imports of 300,000 tons a 
year from Canada. 

This article has two paragraphs: 

In adverse key, DPA officials now hint that they may drop one part of the 


plan, the 140,000-ton domestic increase. That would leave just the Canadian 
part of the deal. 
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Then, referring to the 140,000 tons domestic expansion : 


This feature seems likely to be ditched, but Mr. Anderson would not need 
the Board’s help or funds. The DPA could underwrite the new expansion with 
money provided under the Defense Production Act. 

In other words, the conclusion to be drawn is that it is likely that 
the domestic production would not be increased but that Canadian 
Alean Co. will be given the contract. 

Have you formed an opinion of your own as to the advisability of 
that? 

Mr. Fieiscumann. No. The reason for the meetings we have been 
having is because this i is a cast, diffic ult, very import: ant problem. We 
have asked leaders who partic ipated in these meetings and the Mem- 
bers of Congress who come next time to give us their view on two 
subjects. 

Should there be an additional expansion of aluminum—and by 
expansion I mean an insurance of additional supplies of aluminum 
rather than our own planned expansion, and, point 2, if there should 
be, how should that be attained—through additional domestic ex- 
pansion or through making some such deal as the Canadian proposal ? 

Let me say publicly on the record, and without reservation, that 
have no commitments of any kind with Canada. 

Senator Futsrigutr. What disturbs me first is what happened in 
the last war, which I think was always the improvident thing to do 
because we virtually gave the Canadian company the Shipshaw project 
by a contract and allocation of generators and so forth, without re- 
taining any right whatever to their output; and now we find, having 
built that plant, in effect, they are quite free to bargain as they 
ple ase. 

That is one aspect of it. 

Now, in this case it was my understanding from your former testi- 
mony, in answer to some question by Senator Bricker, that by 1954 
we could expect the easy situation in aluminum, so I was not an- 
ticipating any undertaking of this kind which could amount to an 
investment of $325 million by the American Government in Canadian 
aluminum if they took full advantage of their rights under the pro- 
posal, 

Is that not correct ! ? 

Mr. FieiscHmMann. The figures indicate that our present expansion 
will take care of ncbitientin requirements, to begin with. The 
problem that will be fully explained at this meeting stems from two 
problems. 

First, in view of the sensational increase in the uses of aluminum 
during the past two decades, what is likely to be the requirement of 
the economy includes the practice to have military requirements, and 
does the expansion indicated now cover that? 

As a second proposition, if it does not, does the Federal Government 
owe any obligation, or does it have any responsibility to do anything 
about that? 

We have had very varying views on it, and neither Mr. Wilson nor 
I have reached a conclusion. 

Senator Futrricnr. Do you consider that under the present De- 
fense Production Act you have authority to make a contract con- 
trolling the matter up to 1960? 
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Mr. Fie1scHMann. We had not contemplated doing this under the 
Defense Production Act. That was the reason for these extensive 
negotiations and conferences we are having. 

If we decided to do it all, it is our own conclusion we should ask 
congressional approval. 

Senator Futsricur. That is very reassuring. That is your view, 
that you will not proceed with the Canadian contract or make a com- 
mitment without congressional approval ? 

Mr. Fietscumann. I would not make this particular commitment, 
which is a very extensive and far-reaching one. My present opinion 
is that it should not be made without congressional approval. 

Senator Fursrient. I think it would | require and ought to have 
very serious consideration because it involves, I think, one of the very 
important elements in the future stability of our domestic aluminum 
industry, whereas you say the Government has already invested a 
great deal of money. 

I do not want to interpret it as passing final judgment in my own 
ate as to this. 

Mr. FietscHMann. It is not an easy subject. 

Senator Fursrieut. I know that, but if the Defense Production 
Administration would make a commitment permitting us for the next 
8 years without it having been properly 

“Mr. Fieiscrmann. You know we are always accused of going too 
slow on several things. 

Senator Futsriegnt. You have not been criticized before this com- 
mittee. I do not agre with the criticizm made in other subcommittees 
that you have just referred to. I think the chairman stated he did 
not, and your previous statement with regard to lack of shortages as 
far as the military is concerned—I would accept it at its face value. 

I have never criticized you for that at all. I wanted to get this in 
the record. 

Senator Bricker asked you this on March 4: 

What is the future in aluminum and copper? What about the source of 
supply ; is it improving? 





You answered: 


In the aluminum situation prospects are very good indeed. We are getting 
more aluminum every month in every quarter, and by sometime in 1954 we 
should have a comparatively easy situation in aluminum and as we get more 
aluminum in—— 

Senator Bricker. There is an expanded production ? 

Mr. FLEISCHMANN. Yes. However, our expanding production in 1954, whether 
or not we increase the plans for aluminum expansion again, we may be able to 
resume stockiling which we have not done in many months— 
and so on, which led me to believe that I need not worry about this 
originally. 

Senator Bricker. A short time ago this matter came up and was 
discussed with Mr. Wilson, and he said, “No.” I thought he said, 
“finally disposed of,” but everyone knows that the Aluminum Co. of 
Canada is very aggressive. It knows what it did to the War Produc 
tion Board in the lk ast war. 

I am very suspicious of their ability to do something again. How 
ever, you have given me the greatest assurance, if we can be assured. 
that this cannot be done without the approval of Congress. 

Mr. FietscuMann. There is no such thing as final in this world, 
Senator. I would not be here very long. 
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Senator Bricker. What do you mean, you would not be here very 
long ¢ 

Mr. FueiscumMann. I will make my own position very clear on this. 
I think we should have bought aluminum from Canada a year and a 
half ago when we did not. T think we would now be in better shape, 
but that is quite a different thing from having gotten this tremendous 
domestic expansion which we have gotten, and the two things have 
nothing in common to me. 

I think there is a very serious, difficult question, which deserves, 
therefore, a very careful review. 

We have been caught in two wars without enough aluminum, and 
we have a very large program now. I think it is very likely that it is 
large enough, Senator. 

Senator Futsrigutr. That is what I am thinking. I am agreeing 
with what you say; yes; but I do not understand this contract which 
seems to me to have very grave possibilities because it leads us to 
accept this aluminum if it cannot be sold in private channels, and if 
that happens the domestic production could not be sold. 

Although we have invested amounts of money in the domestic 
industry, if we guarantee the Canadian industry, what happens to the 
domestic industry ? ? It may have to take the brunt of that and fold up. 

Now, that is an extremely involved question, and all IT want to say 
now is, if you are going into it and permit the examination by the 
Congress, that is the main thing I wanted to have assurance about. 

The Cuamman. Might I only add this. I firmly agree that in any 
long-term contract like this Congress should be consulted. 

Mr. FiuviscHMANN. That is why we are conducting this preliminary 
examination. 

Senator Futsriaur. I am willing to rest on the consideration that 
lies in the Congress, and I do not want to disturb you or place the 
point at this time. 

Senator Benron. Mr. Wilson has urged upon me to do what I can 
to stimulate aluminum production in New England. Our businessmen 
have told me that we have missed an opportunity and have been 
nega? ‘nt in our failure to develop aluminum production. 

nator Futsricutr. Do you mean fabricating ? 

Somali Benton. That is right. This person made the comment 
tiat he thought it was perfectly possible in the foreseeable future 
that bridges ought to be built out of aluminum rather than out of steel. 

Now, I do not know the difference in the weight involved and the 
amount of metal involved in contrast to the price involved. 

The computations would have to be made to contrast aluminum 
with steel in building a bridge, but Mr. Wilson, with his great indus- 
trial experience, has such possibilities of prediction in mind on the 
future production of aluminum. 

I think it is possible that the shortages may continue for a long 
time to come. I thought I would interject that because it shows a 
vast potential for aluminum wholly apart from war-production needs. 

Senator Dirksen. Are you finished ? 

Senator Funsrieur. I might reply to that that the domestie com- 
panies are not planning upon the production of such aluminum. 

sut in this proposal of the Aluminum Co. of Canada, it is far 
different from that, under the terms by which, if you cannot dispose 


tii 


$b OS OO TEI 








DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1485 


of it in this country, the Government will take it, which creates a sit- 
uation—supposing the war does not develop as some people seem to 
think it will; I do not think it will—then you might have a situation 
which would cause the closing down of these other plants which we 
have just established. 

As you know, after the last war we built the plants; and because 
many of them were uneconomical, we closed them down. But the one 
which we built for Canada did not close down, and today it has the 
lowest-cost production in the world, although that does not benefit 
us any because they do not sell at a low price here. 

It may be of great benefit to Canada. I have no objection to Canada 
benefiting, but I do object to the Federal Government putting this 
floor under the Canadian expenditure during the critical period about 
which everybody is a little bit nervous. Nobody says they should 
decrease consumption, but there may be a period of readjustment, 
and that is the period the Canadians want, the guaranty as to the 
disposal of their aluminum which it seems to me ‘would be very im- 
provident, and I cannot see from what I have read about this that it 
is even necessary. 

I think the Canadians are extremely shrewd traders. 

Senator Moopy. May I raise the point that nobody has or would 
suggest the guar: anty to ts ake all the production of our own produce rs. 

Senator Futerienr. You are not taking all of it. 

I think there is 180,000 tons guaranteed over the period of a vear 

Senator Dmusenx. Mr. Chairman, | think. Mr. Fleischmann will 
agree that the business in hand this morning, from which we have 
generously departed and discussed so many other collateral t] ngs, 
is going to have a rather continuing interest. 

T see a House committee is going to pursue this mi ter of the LMC. 

Now, I do not want to prolong the hearings, but it does seem to me 
that in the record there ought to be included some answers to some 
qHeeree, 

No. 1, I am a little curious as to the authority under which IMC 
oper ad and I wonder if you cannot put a statement in the record at 
this point to indicate that authority ? 

Mr. FLeiscHMANN. Yes. 

Senator Dirksen. You would not have to re spond to that now. 

Mr. FLeiscH MANN. : think the authority to participate in the IMC, 
in my own judgement, is a combination, first, of the right of the execu- 
tive de ‘partment to ¢ oad foreign affairs. 

These are consultations only, binding on no one. 

Sec ondLy, of the powe rto wage war and the preparation for war and, 
third, of the specified power in the Defense Production Act. 

Let me remind the committee that the Defense Production Act, 
wisely, L think, was patterned almost exactly on the second War 
Production Act in its power to allocate materials. 

Under that act international allocation of a far more drastic nature 
than we are doing now, or conte mpl: iting doing, Senator, was carried 
on through the war. 

With that interpretation and practice, which I think was the 
proper one legally, we have felt that we were obligated to take any 
steps appropriate in the field of international consultation which 
would, in our judgment, increase our supply of raw materials, and 
we have acted, as we thought, under that authority. 
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Senator vee Now, the second question, I think, ought to be 
addressed to Mr. Ticoulat. 

Are the names of the members of these standing committees re- 
stricted information, or could they be inserted in the record ¢ 

Mr. Ticovutat. We will be glad to insert them in the record. 

Mr. Fie1iscHMANN. Do you want the names of our representatives 
and the foreign representatives 

Senator Dmxsen. That is right. 

The CHarrman. Without objection, that will be placed in the 
record, as well as the additional question of Mr. Dirksen. (See 
p. 1509.) 

Senator Dirksen. Also the central group should be included. 

With regard to cotton and wool, there will be no action taken, but 
with regard to copper, zinc, lead, aluminum, and sulfur, and so forth, 
we would like to have something in the record, more precisely what 
they have done, 

Mr. Ticoutat. We will put that in the record. 

Mr. FietscHMaNnn. He will put the whole thing in the record, if 
that is agreeable. 

Senator Dirksen. I would like to see that amplified. 

(See p. 1501.) 

Senator Dirksen. Now, I see in the last page of the statement of Mr. 
Wilson, this observation : 

“The function and purpose of IMC is to meet this emergency need. 
When the emergency and the need end, IMC will end.” 

Now, the reason I am curious about that is because Mr. Getzin of the 
Office of International Materials Policy in the State Department, made 
a speech to the American Institute of Mining and Metallurgical Engi- 
neers in New York, last month. 

In the course of that speech, he had this observation to make: 

If the allocation work of the IMC is judged successful by participating coun- 
tries, there is no reason why more ambitious programs relating to conservation, 
development, and prices should not be considered. 

Now is that an official statement of the policy on the part of the 
State Department? 

Mr. FeiscuMann. I think Mr. Thorp will agree that the basic pol- 
icies of American participation in the international materials conser- 
vation are under the direction of Mr. Wilson, as I understand it, there- 
fore, I would say that is not an official statement of the United States’ 
position. 

Senator Dirksen. Now next, let me ask you, is it contemplated that 
additional standing committees covering additional materials will be 
created ¢ 

Mr. FieiscuMann. That is very hard for me to say. 

Frankly, I should hope so, with some of the most vital metals, like 
the alloying metals that we are so woefully short in. 

On the other hand, there will unquestionably be a decrease also be- 
cause we do not need allocations in some metals now. 

To me the controlled materials plan does not mean steel, copper, and 
aluminum, It isa method of doing something when you are in trouble, 
so I think we ought to confer with our allies and suppliers when we 
have acute shortage situations in a metal, where we depend on imports. 

Therefore, I w ould expect a decrease in some of the items now con- 
sidered internation: uly, with possible consultation on some other 
metals. 
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Senator Dirksen. Now, would this matter of allocation be extended 
to finished, and semifinished goods in addition to raw goods? 

Mr. FLEISCHMANN. I would not think so, Senator, unless there is a 
war. We do, as you know, have devices through the NATO organiza- 
tion for allocation of munitions. I do not suppose that is what you 
had in mind, particularly, though. 

As far as ‘industrial equipment or goods is concerned, there are no 
such plans contemplated at all. 

Senator Dirksen. In a monograph of the U. N., there was an obser- 

vation that this plan might be made a permanent means. As a matter 
of fact, it refers to IMC and s says it might be made a permanent means 
of stabilizing the commodity markets of the world. 

Mr. FietscHMANN. I have not seen the observation. However, let 
me say this, that it would be almost impossible for the International 
Materials Conference approach to be successful without a Defense 
Production Act, because after all, our right to limit use and make 
distributions depends upon the congressional mandate in the Defense 
Production Act. 

It would therefore, seem to me that that is an ambitious hope by 
someone very likely to be unfulfilled. I would not personally favor it. 

Senator Dirksen. Has it been discussed in the State Department or 
in IMC? 

Mr. FieiscHMANN. It has never been discussed to my knowledge 
with either Mr. Wilson or me, and it is not up for any consideration 
at all. 

Senator Dirksen. If that were a correct observation, it would indi- 

cate that there must have been in the minds of the authors of this 
monograph, the idea of a permanent system of materials control. 

Mr. Fieiscumann. I would think that inference is there. 

I think all will agree that the principle of consultation among na- 
tions with respect to materials problems Just stated in that way, makes 
sense. Obviously we have to obtain help and they have to obtain help 
regularly, but I have no cone ‘ept of the continuation of any formal sys- 
tem of international allocations in any commodity beyond the period 
of our defense build-up which is a matter of a couple of years. 

Senator Dmxksen. I wonder if you could insert in the record, an 
expanded statement relevant to the restrictions that are imposed upon 

producers in other countries, and fabricators, a sort of a comparative 

a itement showing how they fared with respect to the use of these 
critical materials that are under allocation, percentagewise or other- 
wise, if they have the same restrictions, or comparable restrictions / 

Mr. FietscumMann. I do not want to duck anything, but I would 
find that almost an impossible task to take on. 

As I say, we have not inquired and I do not think we should inquire 
into the civilian use of metal. 

We are not supplying their metal. Take Chile, for example. They 
are supplying a part of it. 

My own concept of the proper operation of this is that we should 
insist on the preferred position for defense requirements and we have, 
but that we should not say to the British or anybody else that out of 
the share of metal coming from various sources that they get after 
defense requirements are met, that they must use it, not for automo- 
biles, but for building schools or something of that kind. 
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Now, I am saying that as introductory te the fact that I know of no 
place where there is a compilation of the regulations respecting 
material use in these 27 countries. Perhaps we could get it. I do 
not have it myself. 

I am informed by an associate that they have a paper that will 
satisfy that, being prepared. 

Senator Dirksen. I wonder if you would insert it at this point. 


(The paper referred to follows:) 


PRELIMINARY STATEMENT ON ENp-UsSE CoNTROL IN CERTAIN COUNTRIES WHICH 
PARTICLPATE IN THE INTERNATIONAL MATERIALS CONFERENCE 


INTRODUCTION 


When the commodity committees of the IMC were established, their terms of 
reference, as specified in the letters of invitation to the participating govern- 
ments, were broadly stated: they were invited to consider and recommend to 
governments the specific action which should be taken in the case of each com- 
modity, in order to expand production, increase availability, conserve supplies, 
and insure the most effective distribution and utilization of supplies among 
the consuming countries. 

Those committees which found the supply of commodities to be so short as 
to make necessary some international plan of distribution or allocation, generally 
found it desirable also to recommend the adoption of conservation and end-use 
control measures for those commodities. Such recommendations were made by 
the Copper-Zine-Lead, Manganese-Nickel-Cobalt, and Sulfur Committees. 

The Manganese-Nickel-Cobalt Committee joined with the Tungsten-Molyb 
denum Committee in establishing a joint subcommittee on utilization. That 
subcommittee prepared a report containing recommendations on detailed meas- 
ures for conservation of the material handled by these two committees. That 
report was published in December 1951. 

In adopting the recommendations mentioned above, the committees were 
aware of the fact that direct end-use control measures would have to vary 
greatly among the countries. 

The elimination of unessential consumption of these commodities is being 
achieved both through direct controls of end use and through such general con- 
trols as import, export, foreign exchange, and credit and investment restrictions. 

In order to have available in one place a summary of the control measures 
which have been adopted by the countries participating in the International 
Materials Conference, the Secretariat has compiled the information contained 
in this document from the sources of information which were available to it. The 
information is not complete in all cases, and therefore can be considered to be 
only partially representative of the control measures in effect in the participating 
countries, 

GENERAL CONSIDERATIONS 


The control measures adopted to conserve scarce materials for essential uses 
vary to a very great extent, according to the productive economy in each country. 
By and large, a considerable number of laws, decrees, and regulations dealing 
with the direct control of end uses have been introduced. 

In smaller countries, however, some scarce and rarely used materials are 
needed only by a very restricted number of industrial firms. In those cases end- 
use control is usually applied in an administrative manner by direct agreements 
between the competent governmental authority and the consumers. In some of 
the more highly industrialized countries, the distribution of raw materials is 
earried out by specialized organizations or groups of industrialists. These 
organizations, committees or groups, are composed of representatives of indus 
tries of a particular branch or subbranch of production and are entrusted by 
the government with some specific responsibility connected with their par- 
ticular line of manufacture. In this case, for instance, their responsibility 
would consist in establishing the quotas of scarce materials to be distributed 
to the various industries, subject to approval and supervision by the government. 

In various European countries, the controls to maintain industrial activity 
seems to be fairly complete. In some countries, previous wartime controls are 
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being gradually revived and are supplemented by a number of new laws. The 
method adopted in Uruguay is quite interesting. In spite of the prevailing liberal 
system, a central authority with far reaching powers has been established, the 
specific responsibility of which is the control of end uses, distribution and prices 
of commodities. In Spain and Portugal, on the other hand, the whole economic 
life is subject to Government controlled “corporations”, developed from a model 
of the corporative system. This implies a rigid control of all economic activities, 
including the consumption of scarce materials. 

In addition to direct end use controls, many countries have also adopted con- 
trols of foreign exchange, imports and exports, which are generally very strictly 
applied. In most cases where the scarce material has to be imported and where 
export is rigidly controlled, which applies to the majority of countries, these 
general types of controls imply, in fact, a form of end use control. It is fre- 
quently accomplished by screening and by a form of allocation of materials for 
essential uses only or by the establishment of priorities for essential uses. The 
financial and fiscal policies of governments through granting or restricting of 
credit, control of investments and various forms of taxation may also influence 
end uses by directing production through certain desired channels. 

It would be extremely difficult to compare and evaluate the control measures 
adopted by various countries without taking into account underlying general 
economic and social conditions. It has previously been mentioned that countries 
which deal with a very limited number of consumers of scarce materials require 
relatively simple measures in contrast with the application of extensive and 
complex measures in highly industrialized countries. Such factors as normal 
levels of real incomes, customs and living habits, climate raw-material resources 
and industrial capacity ,=have a direct relation to the problem of end use control. 
Frequently the control measures comprise lists of articles for which the use 
of certain searce materials is prohibited. In comparing similar lists, it might 
be noted that the size of some lists could be misleading. In some instances, only 
categories of articles are listed, whereas in other cases single items are listed 
under the categories. There are, furthermore, considerable differences in the 
terminology. 

The following review of certain control measures adopted in various countries 
cannot be considered as complete, owing to the difficulties of collecting the 
material and to frequent changes and introduction of new laws and regulations. 
The survey could be based only on the information which was provided by the 
countries and by QEEC, or which was obtained from other reliable official 
sources. 


CONTROLS IN EUROPEAN COUNTRIES 


In September 1951, the OBKEC adopted a list of articles for the manufacture 
of which it was recommended that the use of copper be prohibited. The principle 
guiding the adoption of that list was that there should be a certain number of 
prohibitions to which all countries would be willing to agree. Each individual 
country would then add other items or make changes according to conditions 
affecting their basic economy. 

The list was compiled along lines similar to the lists of the United Kingdom 
and the United States prohibiting uses of Copper and copper alloys. Owing to 
the above-mentioned principles, however, the QEEC list is necessarily more 
restricted. The list contains 211 items corresponding broadly to the categories 
of goods outlined in the following extract of the decision of the QEEC Council: 

“Prohibition in member countries of (a) the use of copper and copper alloys 
of 40 percent or more by weight in the manufacture of commodities listed below ; 
(b) the export to member countries of the commodities on the list containing 
copper in prohibited quantities. 

“Eremptions—Use for home markets in hardship cases, in particular for 
repairs and where essential for technical reasons; for exports to nonmember 
countries to maintain established trade, provided the value of the commodities 
exported is high in relation to the value of their copper content 

“A period of 3 months from the effective date of decision is granted to enable 
manufacturers to dispose of their stocks of finished or semifinished products 
on home or foreign markets. 

“Reports are required on January 1 and July 1 of each following year by 
member countries regarding exemptions granted commodities concerned, t] 
quantity of copper involved and the reasons for exemptions. 
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“Items for the manufacture of which the use of copper and copper alloys is 
prohibited 

“Builders’ hardware (except for marine and hospital uses, where technically 
necessary) ; (protective brass plating of all listed items permitted where other 
types of finishes are impracticable). Includes closers, hangers, plates, door 
pulls, letter slots, etc. 

“Building materials including blinds, chimneys and flues, doors, downspouts, 
elevators, fences, gratings, grills, ornamental metal work, radiator covers, roof- 
ing, skylights, thresholds, ventilators, windows. 

“Burial equipment. 

“Furniture and equipment ,including andirons, candlesticks, mops, cooking 
stoves and waste baskets. 

“Furniture and fixtures, including barber shop and beauty parlor furniture, 
restaurant furniture, venetian blinds. 

“Hardware, miscellaneous, including collars and harness for pets, cutlery, fire- 
place fixtures, passenger transportation equipment, scissors, stairs and threshold 
treads and edgings. 

“Household electrical appliances (except for operational parts where the 
properties supplied by the copper are essential or where necessary for electrical 
conductivity including laundry equipment, vacuum cleaners, refrigerato?s, 
freezers, electric irons and toasters. 

“Jewelry, gifts and novelties, including artificial flowers, book ends, mirrors, 
napkin rings. 

“Civilian-type motor vehicles (passenger automobiles, taxicabs, ambulances, 
trucks, ete.), including decorative moldings, defrosters and heaters, horns, 
lighters, motor vehicle hardware, rear-view mirrors, wheel disks and wheel trim 
rings. 

“Passenger transportation equipment (railroad cars, busses, trailers, but ex- 
cluding locomotives), including doors and windows, towel and luggage racks, 
weatherstripping and insulation for draft exclusion. 

“Refrigeration and air conditioning machinery and equipment (commercial 
and industrial) (exemptions made in this category for various essential uses 
of copper or copper-base alloy products), including air conditioning systems, 
coolers, frozen food and ice cream cabinets, beverage dispensing systems, refrig- 
eration systems, sandwich units. 

“Miscellaneous, including alarm and protective systems, containers, barber and 
beauty shop equipment and supplies, bird and pet cages, labeling devices, brushes, 
flower pots, garden tools, hair curlers, lamps, mechanical pencils, pleasure boat 
fastenings and fittings, razors, sporting goods and equipment, stationery supplies, 
toys, weather vanes, dehumidifiers, portable electric lanterns.” 

Similar lists of articles are under discussion, for which the use of zinc and 
nickel is prohibited. The final adoption of this subject, however, has been post- 
poned to the end of January. These lists are based on the regulations in force 
in the United Kingdom, but probably will include only a minor number of items. 
It is likely, for instance, that so far as zine is concerned the prohibition of gal 
vanization of certain items may be left out. 

(Source: Decision of the Council adopted at its one hundred and fifty-fifth 
meeting on September 10, 1951, communication C (51) 297 (final) September 17, 
1951. Authority: Council of OEEC.) 


Senator Dirksen. I assume the real purpose of the hearing this 
morning was with respect to the bill introduced by the Senator from 
Michigan, S. 2873, which was introduced on March 17. 

I think Mr. Chairman, at this point in the hearing, we probably 
ought to insert the text of S. 2873. 

The CuatrMan. Without objection, it will be inserted. 

(The complete text of S. 2873 referred to :) 


{S. 28738, 82d Cong., 2d sess.] 
A BILL To amend the Defense Production Act of 1950, as amended 


Be it enacted by the Senate and House of. Representatives of the United States 
of America in Congress assembled, That section 101 of the Defense Production 
Act of 1950, as amended, is amended by adding at the end thereof the following: 
“If the domestic production of any commodity is in excess of the amount neces 
sary to meet allocations for defense, stockpiling, and military assistance to 
any foreign nation authorized by any Act of Congress, then no restriction or 
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other limitation shall be imposed under this title upon the right of any person 
to purchase such commodity in any foreign country and to import and use the 
same in the United States, No restriction or other limitation shall be imposed 
under this title if the domestic production of any commodity is sufficient to meet 
all civilian domestic requirements and the requirements for defense, stockpiling, 
and military assistance to any foreign nation authorized by any Act of Congress.” 

Sec. 2. Section 402 of such Act, as amended, is amended by adding at the end 
thereof the following new subsection : 

“(1) Norule, regulation, or order issued under this title shall apply to purchases 
by any person of any material outside of the United States or its Territories 
and possessions for importation into the United States for his own use or for 
fabrication by him into other products for resale.” 

Senator Dirksen. He raises the basic question that brings us here 
this morning, that is whether or not our producers, where there is a 
reasonably abundant supply to meet all necessary military and stock- 
piling purposes in the country, shall be relieved of limitations or 
conidia: meaning import or export restrictions, so that they. can 
buy, among other things if necessary, in the import market. 

That is the design, of course, of this bill, so that raises this very 
important question. 

Under what restrictions are other countries, who are signatory to 
this IMC plan, with respect to buying in the open world market for 
whatever needs they may want and for whatever prices they may want 
to pay? 

Mr. FiLeiscuMann. Senator, I think the substance of the bill may 
be very simply stated, and the effect of it. If the bill goes through— 
if it is the judgment of Congress that it should go through, the Inter- 
national Materials Conference, or any effective international discus- 
sions and arrangements with respect to scarce materials, would become 
impossible. 

There is no use blinking the fact. The reason is because the bill 
forbids any arrangements with respect to materials which are in 
large measure produced by the United States. It permits such ar- 
rangements and transactions with respect to materials that we have 
to get. In other words, the negotiators, Mr. Wilson and myself, go 
on to say, “We can make agreements with you whereby you give us 
the materials which we need and you produce, but we, the negotiators, 
ure not permitted to make any such arrangements with respect to 
materials which we produce and which you need.” 

Now, Mr. Wilson is a pretty good negotiator, but I think he would 
have some difficulty with those limitations. 

Senator Dirksen. I wonder if you would not amplify that reply a 
little bit in a direct comment on the bill because certainly this bill is 
going to be offered both in committee and on the floor of the Senate, 
and it will be offered on the floor of the House. Of that I am confident. 

I think that the committee ought to be fortified with the basic in- 
formation and also the opinions of DPA and all the others. First 
the reason why there is opposition to this as an amendment to the 
Defense Production Act. 

Mr. FieiscHMann. As to the reasons why, Mr. Wilson’s statement 
has set forth, and I, in reply to the various questions that have been 
asked, have tried to state the reasons why I believe that no defense or 
mobilization program is possible without international understanding 
with respect to the wholly inadequate supply of basic materials. 

The mobilization program rests on the premise which I believe to 
be true, that the Nation is in danger. Not quite so grave as we were 
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2 years ago because of the action we have taken, but still in danger, 
and that. is a continuing one. 

In order to remedy that, we are engaged in building up ur Armed 
Forces. 

The key to armed force build-up today rests on an adequate supply 
of the newest kind of weapons, of which jet propulsion is perhaps the 
single greatest key. You cannot make any item of jet propulsion 
without. alloying elements which in large part are not found in this 
country at. all. 

For the benefit of the record, I will identify those as being cobalt, 
columbium, and nickel, of which there is no adequate supply or re- 
motely adequate supply in this Nation. 

Senator Moopy. Also for the record, Mr. Fleischmann, will you say 
where we get them ? 

Mr. FixtscHMAnn. Cobalt and columbium come principally from 
Africa and nickel principally from Canada. 

Senator Dirksen. Now, some of this may be restricted for all I 
know, but it would be interesting if a table were inserted in the record 
showing in tons or metric tons the production and the available supply 
of these particular items. 

Mr. FLeiscHMANN. No, that is not restricted, and could be supplied. 

Senator Dirksen. And how they are allocated, and by what formula 
to the respective countries. That would give us a very definite idea. 

Mr. FieiscHMANN. That will be furnished. 

(The information requested follows :) 


United States general imports of nickel products (ore, matte, pig, bars, rods, 
oxide) (these data include some types of nickel products not included in IMC 
allocation) 

eer of pounds] 


| 
| 


j 1949 1950 } 1951 

Canada_-.- ail - a eee 184, 039 | 185, 662 | 192, 8&8 
Norway Sadana eit sca tacaea aenintan 7, 595 7, 299 9, 608 
United Kingdom.. Sonnsehbes ae Sitebiaeted 2, 413 714 906 
Netherlands cae e 5 illite 196 13 | 47 
Belgium and Luxembourg____- cael 29 27 | 18 
Newfoundland and Laborader : aecinatess iin 2 , a 
France . : alee 594 910 
Denmark prise elan il ead t nis vee delta halite dea hedieap ited ; pad adit ae 
Japan : a tee ee mae 6 | 18 
Australia ; vas agen - 44 
Union of South Africa ape ik 36 
Austria ; | 26 
Germany bieae oman : 10 
Portugal ; —_ 6 
Sweden ; a in ' 22 
Cuba Bt, - = & eeieniinien «aie 6 
Mexico ; ; Pe oaatal : 2 
Other ae bcbse ff meee 

Total otal Sa pid en tne idialelanbine 194, ‘27 194, 398 204, 47 


Nore.—United States production for the above years was as follows: 


1949 | 1950 1951 
Mine production 1, 800 1, 800 1, 800 
Secondary (old scrap) ‘ : ; 12, 000 16, 000 16, 000 
Total. ; ake 13, 800 17, 800 17. 800 


Source: U. 8. Bureau of Mines. 








DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1493 
United States general imports of manganese ore (metallurgical grade) and 
ferromanganese (in terms Of ore) by countries, 1949-51 


{Gross weight in long tons} 





. _ | - . 

Country of origin 1949 1950 1951 
India 4 380, 055 503, 680 
Union of South Africa 316, 308 307, 210 
Gold Coast ; 281, 680 273, 214 
Brazil 135, 32 84, 319 
Cuba ons 49, 783 27, 526 
U.S.S.R 62, S87 0 
Mexico 53, 387 82, 304 
French Morocco 998 39. 758 
Angola 7, 423 30, 565 
Chile 7,314 18, 485 
Philippines 12, 629 10, 982 
Belgian Congo 2 952 3, 583 
Others (including ferromanganese in terms of ore 116, 096 243. 627 
Total 1, 426, 133 1, 758, 491 1, 730, 253 

Nore.—United States domestic production for the above years was as follows 

Country of origin 1949 1950 1951] 

United States production 100, 000 125. 000 115, 000 


Source: U.S. Bureau of Mines 


Columbium ore (columbite concentrates) imported for consumption into the 
1 I 
United Stutes, 1949-51, by countries, in thousands of pounds 


1949 1950 1951 
Nigeria . 1, 349 1, 281 1,32 
Belgian Congo 199 4101 177 
Brazil S 8 7 
Mozambique 1 ) 17 
Portugal 0 9 0 
Total 1, 557 127 1, 526 


Notg.— United States domestic production for the above years was as follows 


1949 1950 1951 
United States production is 1 1 ] 


Source: U. 8. Bureau of Mines. 


Imports for consumption of cobalt (alloy, metal, ore, ovide, salts, and com- 
pounds) into the United States by country of origin (these data include some 
types of cobalt not included in IMC allocation) 


[Gross weight in thousands of pounds] 





| 
} 1949 1950 1951 
| 
Belgian Congo_- ee | 7, 088 7, 897 
Belgium | 2, 541 3, 652 
Canada ‘ 7 107 164 v3 
Others ; 13 46 0 
Total / , 9, 749 11, 759 13, 176 


NoTE.—United States domestic production for the above years was as follows 
United States production (excluding secondary), 1949, 525; 1950, 910; 1951, 900. 


Source: U. S. Bureau of Mines. 
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Mr. FieiscuMann. Some of them are not under IMC control. In 
fact, some of the ones I have mentioned are not under IMC control. 

The point I wish to make is that we must negotiate to preserve our 
program and in my judgment our security. 

Now, I know of no way to have all give and no take or vice versa 
in international relationships. It is a matter of bargaining. I have 
recently conducted one, and I think it must be that way. For that 
reason, this part of the bill says we may not impose any restrictions 
or limitations upon our own people with respect to the use of foreign 
materials and that makes it impossible for us to enter into an effective 
agreement with respect to any material where we produce a major 
part of it. 

On the other hand, we still have the right to do it with respect to 
the materials we want from other countries. 

Senator Benton. Is there not another problem in line with Senator 
Dirksen’s earlier question? There is no doubt but what our business 
community is endeavoring to get rid of all possible red tape and Gov- 
ernment restrictions that are unnecessary and so on, but how can a 
businessman distingiush in his finished product which material hap- 
pens to be imported and which material is not imported, and would 
this not present a tremendous problem to the manufacturer, and per- 
haps multiply greatly the very red tape which we want to get rid of 
at the earliest possible moment? How can you leave him free in one 
area, on, let us say copper, and restrict him in another area which is 
domestic copper, and expect him in the finished product to identify 
which is foreign and which is domestic ¢ 

Mr. FiricHmMann. Well, there are technical difficulties in the bill 
that to me in its present form would make it unworkable. 

Senator Benton. That would be my feeling. 

Mr. Freicumann. There is, of course, more basic objection. 

While I cannot, of course, speak for the price people, I know it is 
Mr. Wilson’s feeling that that portion of the bill which would exempt 
imported materials from price control would of course make our 
whole stabilization program impossible. 

Senator Brenron. Is not Senator Ferguson’s bill wholly incon- 
sistent with and at variance with Senator Capehart’s earlier bill, S. 
2791—Senator Capehart’s bill proposes to keep out imports where 
the domestic manufacturers are being cut back because of allocations. 

It seems to me that these two bills are on opposite sides of the street. 

Mr. Fieicumann. I do not think I would care to comment on that. 

Senator Brenton. I think it is worth examining in both cases, 
When you look at Senator Ferguson’s bill T suggest you look at Sen- 
ator Capehart’s bill, S. 2791, because I think we are going to hear from 
both sides of the street on this subject and not merely the one side. 

Senator Moopy. As I understand what you say then, this rather 
brief bill would not alone blow up the efforts to stabilize the inter- 
national materials plans, but also have the same effect on the domestic 
stabilization program. 

Mr. FieicuMann. Yes, sir; because you cannot permit domestic 
users to pay sky-high prices for foreign supplies and expect domestic 
producers to sit by and permit that. That is a triumph of hope over 
experience 

Senator Moony. You were listing some of the materials that we must 
import. Is it not also true that we import almost all of our manganese 
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and that manganese is an essential ingredient in the production of 
basic steel ? 

Mr. FieiscumMaAnn. That is correct. I did not mean to give a com- 
plete list. There are more than 40 items that we can in no way get 
along without. 

Senator Moopy. I understand that, I thought that was one that 
might well be mentioned because a great deal of our economy is based 
on the production of steel. 

Senator Bricker. I have the copy of the speech by Mr. Getzin that 
was referred to a moment ago. I did not intend to bring it up previ- 
ously because of your assurance that this is a temporary program. 
He talks about fair supply and just distribution and makes a lot of 
other amazing statements. 

I want to analyze “fair supply” and “just distribution” in the light 
of your answers and statistics that you are going to submit. 

Your explanation that your authority is dependent upon the Pro 
duction Act and the War Powers in carrying out this aoe tional 
agreement—I want to ask Mr. Thorp if this speech of Mr. Getzin was 
read by the State Department before it was delivered and was it 
approved ¢ 

Mr. Tuore. I wil] have to find out what clearance the speech had. 
It was an informal speech and Mr. Getzin is one of the people whi 
works in our metals group in the Department, who works closely 
with IMC, 

Senator Brrcntrr. What do you mean by “informal” ? 

Mr. Tuorre. I think what I meant was that this was not inte “nt 
to be a statement of policy in the sense that I would have to take re- 
sponsibility for determining the policy in a speech that I made, boat 
rather an explanatory speech where he was asked to come to this 
group and tell what the IMC was. 

Senator Bricker. It was prepared, typed, and distributed though. 

Mr. Tuorr. Yes, so I see. I have never seen it. 

Senator Bricker. You are not in a position to say whether it was 
approved and checked by the Department before it was cle livered ¢ 

Mr. Tuorr. I would have to supply information as to what degree 
of clearance it had. 

Senator Bricker. There are a lot of statements made here looking 
toward a global, permanent allocation of materials internationally 
and also dealing with international prices. 

Mr. Tuorr. I would just like to say on that that Iam sure a careful 
reading of the speech would not indicate any commitment on the part 
of the United States with respect to its policy in connection with com- 
modity agreements or any such long-term arrangements. 

do think it is important to realize that the United Nations is giving 
consideration, and the report that Senator Dirksen referred to is one 
of the things that they are considering, to the general problem of 
peacetime stabilization of raw material markets. 

This is a problem that many countries are concerned about and it 
has been raised in the United Nations, but as of the present time it 
has certainly not reached the point where there is any program which 
has been put forward, except as these independent exce rpts outlined 
one. The United States Government has not taken a position in sup- 
port of such a program, but this is a matter of great concern to a 
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number of countries and I am sure that many people have come up, 
as has happened in the past, with schemes for stabilizing raw mate- 
rials. 

(The concluding section of Mr. Getzin’s speech follows :) 


VI. Future Score or Work 

If the allocation work of the committees is judged successful by participating 
countries there is no reason why more ambitious programs relating to conserva- 
tion, development, and prices should not be considered. 

On the other hand it should be remembered that the IMC was created when 
shortages and rapidly rising raw materials prices were threatening to jeopardize 
defense production and the struggle against inflation. When these objectives 
are no longer threatened by material shortages the need for allocation will no 
longer exist, and free markets should again prevail. There should be no desire 
to maintain either domestic or international allocations any longer than neces- 
sary. I know it is the fervent hope of myself and my associates that free market 
conditions will be restored as soon as conditions permit. 

However, until these shortage problems are solved it would seem that the 
concept of “business as usual’ either domestically or internationally has to be 
modified. Therefore, if the IMC is ineffective the problem would undoubetdly 
arise on how to cope with these problems through alternative mechanisms. The 
possible alternatives at this time do not seem expedient and member governments 
seem to be convinced that the IMC should be retained and strengthened. 

Senator Bricker. I assumed that Mr. Getzin could not commit the 
country because I imagine Congress would determine that policy 
in the end, unless the United Nations has deprived us of that ability, 
and I now have an amendment submitted to the Constitution of the 
United States which would prevent them from doing it in the future, 
which L hope might pass. 

Mr. Trore. The most active case we have in this field, which is the 
Wheat Agreement, was presented to the Congress and approved by 
the Congress. 

Senator Bricker. And should be. 

I have great confidence in the ability of the American businessman. 
The proof of that confidence is in the industrial production of this 
country and the world depends upon it today. 

We have not been very successful in our diplomatic, political, 
economic conferences around the world. We are trading with saekty 
sharp traders when we sit down around the conference table and I 
have not been at all satisfied with some of the results. The fact is, I 
think we should be very cautious about them. Take Mexico for 
example, just recently where they banned the export of sulfur, where 
they are in short supply also and which we in this country are par- 
celling out among the various nations of the world ostensibly in the 
war effort. 

I notice here an advertisement of machine tools; 85 percent of our 
machine tools are going into war production in this country. It is 
an advertisement of the show in Chicago of corporations that are 
offering foreign machine tools, many of them coming from the coun- 
tries that we are financially helping. 

That is just further proof of my position that Government has not 
been very successful in protecting the rights of American industry. 
which has been very successful in building up our production in this 
country. 

I, for one, certainly would not want to see this Government of ours 
contemplate any permanent program of international control of mate- 
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rials, certainly looking to the control of prices abroad because I do 
not have the confidence that the Government can do that kind of 
thing. While I do have the confidence that if we are free as soon as 
possible—and Mr. Fleischmann gave me the assurance and encourage- 
ment a while ago that this was a temporary program as far as he i is 
concerned and possibly as far as you are concerned, I do feel we can 
get. back in a free economy where America can move ahead. 

If we are strangled with all these inter Atha al controls and sit down 
with countries who do not bargain from the same basis that we do, do 
not have the same standards of living as we do, I am not opposing 
increasing them, but | am opposing increasing them at our expense. 

It is something | want to give attention to and review this record in 
the light of the testimony that has been given this morning and cer- 
tainly approach it from the standpoint of what is to the best interests 
of American business which not only we must depend upon, but the 
world must depend upon because none others are coming up to our 
standards. 

The Cuairman. I must say I have had quite a few complaints about 
these machine tool advertisements. I think I wrote you a letter on that. 

Mr. FietscHMANN. We are trying to get European machine tools 
into this country. We need every machine tool we can get. I have had 
many Senators ask my assistance in getting European machine tools. 
We have a backlog on some of our machine tools of 18 months. I think 
itisahelpfulthing. Weare trying to get Japanese machine tools now. 
We need them for our industrial effort. 

I do not know whether you saw recently, but the automobile industry 
is complaining, this time, because they think that new models might be 
delayed through’ inability to get machine tools. If we can he Ip out 
that situation by getting foreign tools, it seems to me it is all to the 
good. 

Senator Bricker. As long as that is a temporary program, as you 
assure us it is, and as long as it contributes to the defense effort of this 
country, nobody is going to complain, but when we read Mr. Getzin’s 
statement, when we look at the pronouncements of the United Nations 
committee, 1 become very greatly concerned about the program that 
the State Department is working out and which they are really possibly 
thinking about as the ultimate control of the economy of this country. 

Mr. FieiscumMann. May I comment very briefly on that, Senator? 
I happen to believe that with the completion of our initial phase of the 
mobilization effort most controls can and should be eliminated as 
speedily as possible, I think you know we are doing very rapidly. 

Senator Bricker. I did not want to reflect a moment ago upon you 
or Mr. Wilson, or the negotiator in this international materials pro- 
gram at all, but you realize we are sitting down with people around 
the world who are not bargaining from an equal basis. They want 
What we have got and we want to continue to produce it. 

Mr. FiueiscuMann. I do think this: That Congress, like the exeeu- 
tive branch will, as it has, have to take account of the basie facts of im 
ternational life in the metals field and that is that we are a have-not 
nation in the most crucial metals for any long-range preparednes ss 
program, and that if and when it appears that private industrial enter- 
prise does not have the incentive or cannot under normal conditions 
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insure a proper flow of these metals, then to survive the Governmenit 
would have to do it. 

I do not want to retreat from that position because I feel it strongly. 
We must get these metals. There is no question about it. 

Today in the emergency situation this seems, after study, to us to 
be the best way of doing it. I do not suggest for 1 mimute, and in 
fact I do not think it will be the best way permanently, but the obli- 
gation, the long-range obligation of the Government to safeguard us 
cannot be met unless somehow or other we see to it that we get our 
share of metals. We must do it if we are to survive. 

The Cuarrman. Are there further questions / 

Senator Moopy. For the information of the Senator from Ohio, our 
Small Business Mobilization Subcommittee has been holding hearings 
on this machine-tool problem as relates particularly to small busi- 
ness, because of the interlocking needs of large business upon which 
many small businesses depend. 

As you know, there has been a good deal of criticism as to the lack 
of a military program ona number of items. 

The principal source of production delay which was testified to by 
a number of very competent producers, including the Buick Motor 
Co., General Electric, and Pratt & Whitney, has been a delay in the 
delivery of machine tools and I am sure the Senator from Ohio would 
agree that for this urgent matter of military production, if they could 
find proper tools abroad, that they should bring them in. 

Mr. FieiscumMann. Senator Bricker, my attention has just been 
called to the fact that at the meeting of the Inter-American Eco- 
nomie and Social Council, the Government formally subscribed to a 
statement that the IMC was temporary and emergency in nature. I 
had not realized that we had taken this position officis ally. 

It has been Mr. Wilson’s and mine, and Mr. Thorp’s, but the Gey 
ernment, in fact, last August, went on record officially as favoring its 
temporary emergency character. 

Senator Bricker. What do you mean by “the Government” ? 

Mr. Frerscumann. Our representatives in the Inter-American 
Economic and Social Council. This would be the State Department, 
so the State Department itself is on record to the effect that this is 
an emergency organization. 

Senator Bricker. That is very encouraging. 

The Carman. We thank you very much for your testimony, Mr. 
Fleischmann. Let me ask you one more question. 

Are we, in your judgment, faring better under IMC than under the 
old historic free market ? 

Mr. FieiscuMann. I believe two things are true. I think we are 
getting a larger percentage across the board—not in every item, but 
in most—than we did under the pre-Korean conditions, and, secondly. 
it is my own belief that we are getting more than we would today 
under a free market. 

Senator Moopy. I would like to comment that your testimony has 
been very frank and very enlightening. 

Mr. Fierscumann. Thank you. 

(The statements of Senator Ferguson and Mr. Ticoulat with insert, 
are as follows:) 
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STATEMENT OF Homer E. Ferguson a UniTEp States SENATOR FROM THE STATE 
oF MICHIGAN 


The necessity for amending the Defense Production Act of 1950, as amended, 
arises from the fact that. its powers are being used for purposes never foreseen 
by its authors and never considered by the Banking and Currency Committee or 
the Congress. 

The unauthorized use of this act arose with the creation of the International 
Materials Conference. Details of the organization, operation, and functions of 
the International Materials Conference were set forth in a series of remarks on 
the floor of the Senate on January 31, February 4, 18, 28, and March 3 and in 
the statement made when introducing this bill. 

The Defense Production Act granted executive powers to enable the United 
States to oppose acts of aggression and to promote peace by developing the 
military and economic strength necessary to these ends, if need be, by diversion 
of certain materials and facilities from civilian use to military purposes. 

The International Materials Conference, established without specific con- 
gressional sanction, allocates the world’s supply of certain commodities among 
all the nations outside the Soviet bloc. 

Its allocations are made to neutrals, as well as allies, and include civilian 
as well as military needs, 

Furthermore, the International Materials Conference recognizes that the use 
of a fixed base for its allocations does not allow for new industries or expanding 
economies in certain countries undergoing rapid economic development, so the 
allocations are adjusted in favor of such countries. Any such adjustment can 
only be made at the expense of other countries. Congress has never authorized 
any official of the executive branch to make allocations for such a purpose and 
such allocations are clearly beyond the authority granted by the Defense Pro- 
duction Act. 

The United States is represented on the International Materials Conference by 
the Defense Production Administration, an agency created by this act. This 
organization accepts international allocations from the International Materials 
Conference and then evokes the power granted in the Defense Production Act 
to enforce these allocations within the United States. 

The commodities for which allocations are accepted for the United States fall 
into two general categories : 

1. Commodities which are produced in the United States in important quanti 
ties, such as copper, lead, zine, and woo}. Imports are still required to meet 
the total demand. 

2. Commodities which are produced in the United States in sufficient quantities 
to meet all demands, with a surplus generally available for export, such as 
sulfur, molybdenum, and cotton. 

These allocations or entitlements for consumption, in the words of the Inter- 
national Materials Conference are accepted by our Government. The defense 
agencies use various means which are made possible by the Defense Production 
Act, to reduce United States consumption to the levels set by the International 
Materials Conference. These include: 

1. The controlled-materials plan which, in the case of copper, effectively limits 
United States consumption to the level prescribed by the International Materials 
Couference. Enforcement of the plan requires a prohibition on imports of 
copper by United States consumers in excess of their controlled-materials-plan 
allocations. 

2. The Defense Production Administration uses the powers granted by the 
Defense Production Act to reduce consumption of certain commodities, such as 
sulfur, by United States consumers through limitation orders. This creates a 
suaranteed surplus available for export to meet the export quotas assigned to 
the United States by the International Materials Conference. 

3. The executive branch of the Government restricts the use of certain com- 
modities, such as zinc, in the United States by establishing import price ceilings 
which prohibits any person in the United States from paying a higher price to 
obtain zinc, even if willing to do so without receiving price relief on his own 
product. 

This action effectively reduces the United States consumption to the levels 
prescribed by the International Materials Conference as its entitlements for 
consuniption because the United States price ceilings are set below the world 
price. 
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My proposed amengments, S. 2873, are designed to correct these unauthorized 
usages of the powers of the Defense Production Act. The amendments: 

1. Permit United States consumers to purchase any commodity, such as copper, 
abroad for import and use in this country without restriction in cases where the 
domestic production is sufficient to meet the needs for defense, stockpiling, and 
military assistance programs but not sufficient to meet all civilian needs. 

2. Permit unlimited domestic usage of any commodity produced in this country 
in sufficient quantity to meet all civilian needs as well as the needs for defense, 
stockpiling, and military-aid programs. 

3. Prohibit import price ceilings under any conditions. 

Nothing in these amendments is designed in any way to limit the Government's 
powers to meet all defense needs including stockpiling and mutual defense 
assistance, 

In addition, these amendments do not restrict the powers to allocate those 
commodities which are not produced in this country in sufficient quantity to 
meet the broadly defined defense needs, such as tin, natural rubber, cobalt, nickel, 
and manganese. 

The purpose of the Defense Production Act is to enable this Nation to meet 
the threats of aggression by the development of adequate military forces. Un- 
fortunately, its provisions have usurped to assist the International Materials 
Conference in carrying out a program of international socialism. This bill is 
designed to prevent any further unauthorized use of these powers and this 


explanatory statement is submitted to the committee to aid it in considering the 
bill. 


STATEMENT BY G. J. TicouLat, DEPUTY ADMINISTRATOR, DEFENSE PRODUCTION 
ADMINISTRATION 


Mr. Chairman and members of the committee, [ welcome and appreciate the 
opportunity of appearing before you. As Mr. Fleischmann has said, it has been 
my responsibility to direct the United States representation in the International 
Materials Conference. 

Among my duties is the selection, in consultation with the Secretary of State, 
of the United States representatives on the commodity committees of the IMC. 

The United States commodity representatives are chosen on qualifications of 
negotiating skill and technical knowledge. When feasible they are selected 
from the corresponding commodity divisions of the National Production Author- 
ity (NPA), the point of domestic allocation administration. If not from the 
NPA, the United States representative is at least supported by an NPA official 
either as alternate or adviser. 

By this close association with NPA the United States position in the IMC is 
kept consistent with the current United States supply position. As the NPA 
materials divisions are in regular touch with the United States industries con- 
cerned with particular commodities, there is a complete awareness on the part 
of the United States representatives of pertinent industrial problems concerning 
the commodities. Another point of contact with United States industry is 
through the NPA industry advisory committees where, to a large extent, the prime 
users and prime producers are informed as to IMC operations. 

Labor is informed generally of IMC operations through DPA’s Deputy Admin- 
istrator for Labor and through the representatives of labor in other agencies 
concerned with IMC. 

It is also my duty to provide an advisory committee composed of officials 
of the interested United States agencies for each United States commodity 
representative. It is in these interagency advisory committees that the United 
States position to be taken in IMC committees on particular commodities is 
developed and generally determined. In case of interagency disagreement, the 
difference is resolved at the high-level Defense Materials Policy Committee. 
Agreed recommendations of the commodity committees, requiring further action 
by governments are sent to the Defense Production Administrator or the Director 
of Defense Mobilization, as appropriate. 

An additional link in the chain of direction for the United States representa- 
tion is the regular weekly meetings of the United States commodity representa- 
tives with me, attended by representatives of the Departments of State and Com- 
merce and the Defense Materials Procurement Agency, and representatives of 
other agencies as the meeting might require. It is here that consistency is 
established to guide the representatives in their IMC work. 
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It is here also that a comprehensive evaluation is made of the progress in 
each of the committees and the resulting effect on the United States position 
in regard to the individual and collective IMC commodities. 

From the above outline, it may readily be seen that any position taken by 
the United States representative in an IMC commodity committee represents 
a well considered judgment generally agreed to by the United States agencies 
concerned. 

I have with me three prepared statements. One dealing with the functions of 
the central group and of IMC committees; one dealing with expansion programs 
on defense and critical materials and one dealing with the operations and func- 
tions of the Defense Materials Operating Committee and Defense Materials 
Policy Committee. I also have statements on materials under allocation by 
IMC showing world supply for the years 1949, 1950, and 1951, prior to IMC alloca- 
tions, together with United States consumption and the percentage of United 
States consumption to world supply. These statements also show the world 
supply and percent of United States allocation to world supply since the start of 
IMC alloeations. All of these figures are on a quarterly basis per short ton of 
2,000 pounds. 


OPERATIONS OF CoMMOpDITty COMMITTEE, IMC 


By the terms of the original invitations, the commodity committees were 
“to consider and recommend to governments the specific action that should 
be taken, in the case of each commodity, in order to expand production, increase 
availabilities, conserve supplies, and assure more effective distribution and 
utilization of supplies among consuming countries.” ‘The committees are thus 
limited to recommendations to governments; no commitment is assumed by a 
government unless that government formally accepts the proffered recom- 
mendation. 

Following the preliminary phase of organizing, the committees devoted them- 
selves to factual reviews of world supply and demand in their particular com 
modities. In the case of several of the metals concerned, no such comprehen 
sive set of statistics had previously been compiled. Thus, for the first time 
in these instances, statistics were supplied directly by the countries concerned 
on a total free-world basis. 

The next task of the committees was, on basis of the assembled statistics, to 
recommend to governments what action, if any, appeared necessary to improve 
the situation. 

Determination of a positive recommendation for some form of allotment 
depends upon the nature and extent of the discrepancy between the require- 
ments and the availabilities of the free world. If this indicates the need for 
positive allotment, the general practice in committee is to establish the his- 
torical pattern of consumption and then to adjust this consumption factor to 
encompass the additional requirements for military defense. In this adjustment, 
military requirements hold a preferred position. 

The free-world deficit in seven commodities was found to be so serious that 
international allocations were recommended to the participating governments 
beginning in the third or fourth quarter of 1951. In every case the allocation 
recommendations were accepted in whole or in substantial part by all the par- 
ticipating governments and thus became the pledged action of the free world. 
The seven commodities were: Sulphur, tungsten, molybdenum, copper, zinc, 
nickel, and cobalt. The first quarter of 1952 finds the same seven commodities 
again under allocation, 

The Pulp and Paper Committee decided that newsprint shortage was not 
sufficiently serious to call for international allocation other than small emergency 
allotments made possible by the availability of a portion of the supplies originally 
under contract but not called for by the United States and Canadian publishers. 
Actually, increased production accounted for most of the allotments. Of the 
remaining committees, the Wool Committee failed to agree on the scope of the 
shortage or on steps to alleviate it; the Cotton and Cotton Linters Committee 
concluded that the situation did not require any unusual action. Both com- 
mittees are presently inactive but are in position to assemble quickly should 
circumstances warrant. Metals under review by the other committees which 
were not considered of such serious shortage to warrant special treatment were 
lead and manganese. These two commodities remain under constant review. 
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OPERATIONS OF CENTRAL GROUP IMC 


The function of the central group is to determine the need of new commodity 
committees and, when needed, to organize them; to supervise the Secretariat and 
in general to service the commodity committees, being careful in so doing to 
observe the autonomy of the committees. It was felt that the principle of 
autonomy within commodity committees would better permit objective and 
technical analysis of the commodity in question without extraneous pressures 
and thus provide the basis for clear-cut recommendations. Such a relationship, 
moreover, precludes any charge of dictation to the many by a selected few. 





EXPANSION OF SUPPLIES OF MATERIALS 


The various nations of the free world participating in the International Ma- 
terials Conference are undertaking projects to expand the supplies of all of the 
materials currently under allocation so that international allocations can be dis- 
pensed with as quickly as possible. The United States has done much in the 
field of expansion of supplies through the various incentives made available by 
various recent acts of Congress since the Korean war. The United States has 
available to it the following tools to aid expansion: Accelerated tax amortiza- 
tion, direct loans, guaranteed loans, procurement contracts, guaranteed floor 
prices, exemptions from the Excess Profits Tax Act for specific materials, and 
advances of funds to be repaid from production The Defense Materials Pro- 
curement Agency (DMPA), headed by Mr. Larson, is responsible for all govern- 
mental activities in connection with the expansion of supplies of most strategic 
and critical materials. Expansion programs have been established for every 
metal and mineral under IMC allocation including copper, lead, zinc, manganese, 
nickel, cobalt, tungsten, molybdenum, and sulfur. The Secretary of Agriculture 
is responsible for the expansion of supplies of cotton and wool, as well as cer- 
tain other specifically mentioned food items. 

The Defense Materials Procurement Agency (or its predecessor, Defense Min- 
erals Administration, DMA) has forwarded to the Defense Production Adminis- 
tration definite expansion programs covering every one of the metals and min- 
erals under IMC allocation. These expansion programs have been approved 
by the Defense Production Administration and the necessary funds for 
execution of specific projects have been certified to the DMPA by the DPA. As 
of December 31, 1951, slightly over $1 billion of the $2.1 billion authorized for 
expansion under the Detense Production Act had been certified to the delegate 
agencies, including Defense Materials Procurement Agency, Reconstruction Fi- 
nuance Corporation, Export-Import Bank, Department of Agriculture, and the 
Department of the Interior. In addition, the Emergency Procurement Service 
of the General Services Administration has made numerous contracts calling 
for the expansion of strategic and critical materials under authority of the 
Stockpile Act, while the Secretary of Agriculture is expanding supplies of agri- 
cultural commodities through the normal price-support authorizations. 

The activities of the United States in expanding supplies of strategic and 
critical materials have not been limited to continental United States, and we 
have made, where necessary, contracts calling for the expansion of production 
in foreign countries whereby the United States will receive all or a significant 
portion of such expanded output. It is too early for the effects of the authorized 
expansions to be noticeable, since many months are normally required to equip 
mineral properties for proper exploitation. However, the operation of these 
expansion programs is expected to add to United States supplies in future quar- 
ters and will result in either increased IMC allocations to the United States, or, 
as quickly as possible, in complete elimination of the need for either international 
allocation or domestic controls on use. Foreign countries, within the limits of 
their resources, are also expanding the supplies of materials. Such efforts are 
being made by Canada, Belgium, the United Kingdom, France, and many other 
IMC participants. 





FUNCTIONS OF DMPC AND DMOC 


Within the Office of International Activities and Defense Materials of the 
Defense Production Administration, Mr. Fleischmann established, effective as of 
December 23, 1951, two defense materials committees, a policy committee and an 
operating committee. 
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The Defense Materials Policy Committee meets on call (usually twice a month ) 
to review international activities and defense materials problems and policies 
and advises the Administrator on appropriate action. The types of problems 
and policies reviewed are as follows: 

1, Advises on positions to be taken by the United States representatives in the 
International Materials Conference, upon request of the Committee Chairman ; 

2. Comprehensive objectives, policies, and programs required for the procure- 
ment of materials needed for the defense effort, at home or abroad ; 

3. Plans and methods to control or limit price increases for needed materials, 
including multi-Nation action; 

4. Plans, programs, and problems referred for review by the Office of Defense 
Mobilization, the Administrator, and the Defense Materials Operating Com- 
mittee; and 

5. Makes recommendations to the Administrator on such problems and policies. 

The Policy Committee provides a forum where important problems in the inter- 
national and defense-materials areas are resolved. Decisions made, as a result 
of this committee’s recommendations, can be expeditiously implemented by the 
various mobilization agencies inasmuch as the administrators or top-level repre- 
sentatives of the following member agencies attend these meetings: Department 
of State, Department of Defense (Munitions Board), Department of Agriculture, 
Department of the Interior, Department of Commerce (National Production Au- 
thority), Defense Materials Procurement Agency, Office of the Director for 
Mutual Security, and Economic Stabilization Agency. In addition, top-level 
representatives attend as observers from the following agencies: Office of Defense 
Mobilization, National Security Resources Board, and the Bureau of the Budget. 

The Defense Materials Operating Committee meets weekly and acts as a point 
of coordination in Government operations affecting strategic and critical mate- 
rials and advises the Administrator on appropriate action through the chairman 
of the committee. The Operating Committee reviews problems and policies of 
the following types : 

1. Supply-requirements data for strategic and critical materials included in 
the national stockpile program, determining their rate of acquisition and the 
division of limited supplies of materials; 

2. Recommends control and conservation measures intended to increase the 
available supply of vital materials for essential programs and limit their use in 
unessential programs ; and 

3. Advises on procurement programs intended to expand supplies of searce 
materials. 

In the main, the Operating Committee is composed of representatives of the 
same agencies as the Policy Committee. 


COBALT 


Cobalt is of prime importance in the defense-mobilization program and ranks 
high in the list of strategic and critical materials. While its principal uses are 
in alloy steels, it has vital nonferrous applications and special military uses. 
Cobalt is used in jet-engine alloys, as a binder in making tungsten carbide for 
tools and armor-piercing shot cores, radar magnets, ete., through a long list of 
military items. 


United States consumption prior to IMC allocations 


{In short tons] 


| ] 
| United 
Total free | Unite d | St ates nag B 
States sumption in 


| world supply | 
| d suppl} } consumption | percent of 


| | total supply 





Quarterly average, 1949_____- | 1, 447.9 | 587.8 40.6 
Quarterly average, 1950_..__. , Pree py ; | 1, 790.0 1,019.0 | 56.9 
Quarterly average, 1951 1_..____-. ; : | 2, 125. 2 1, 245.6 | 58.6 








! Production data for fourth quarter not available, 
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Distribution plans as recommended in the IMC and subsequently agreed to 
by all member governments have been in effect beginning with the fourth quarter 
of 1951. Results to date follow: 





| 


Tritad Gtatee! United States 
Total free | United States) percent of 


world supply share total 
Fourth quarter, 1951__- 
First quarter, 1952_ .__- 


Important efforts are being made to increase world production. For example, 
large investments are being made in the Belgian Congo (now providing two-thirds 
of the world supply) in mining operations and the improvement of transportation 
and facilities. Expansion of output is under way in northern Rhodesia and 
production is rising in French Morocco. In the United States a refinery of the 
Calera Mining Co. is expected to be completed near Salt Lake City in April or 
May which will produce cobalt metal at an annual rate of 3,300,000 pounds. 


COPPER 


Copper is a widely used metal both in the defense mobilization program and in 
essential civilian production. It is one of the strategic and critical metals in 
tightest supply. 

Distribution plans as recommended in the IMC and subsequently agreed to 
in whole or in substantial part by all member governments have been in effect 
beginning with the fourth quarter of 1951. 

The method back of the IMC distribution plan was a priority for direct defense 
requirements, provision for minimum strategie stockpiles, and the distribution 
of the remaining supply for civilian requirements on the basis of consumption in 
1950. In the first quarter of 1952, owing to the acute shortage, no specific provi- 
sion was made for stockpiling. 


United States consumption prior to IMC operations 


[In short tons] 


United States con- 

States sumption in 
}consumption | percent of 
| total supply 


Total free 
world supply 


| United 
| 


—— eS —_———_— - -- 


Quarterly average: | 
1949. __ ‘ ee 622, 250 | 296, 250 
1950 er ae a a keen 749, 150 354, 250 
1951 ‘ ; Veccetinkcuahen Z 727, 500 | 338, 330 
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Results of the IMC recommendations as they affect the United States 


| United States 
percent of 
total 


Total free |United States 
| world supply share 


Fourth quarter, 1951 Ps Se Fett te ee 749, 100 367, 900 | 49.1 
First quarter, 1952____- Specie thet AiR Rciiyal Gatuicnsis: dei the 820, 800 403, 400 


MOLYBDENUM 


An additive alloy, used generally in the hardening of steel. It is, in many 
cases, interchangeable with tungsten and it is well to review figures on molyb- 
denum and tungsten together. 

secause of its tight supply position and its peculiar importance to the defense 
mobilization and defense-supporting programs, molybdenum was recommended 
by the IMC for allocation, beginning with the third quarter, 1951. The recom- 
mendation was accepted by all member governments. Basis for the recom- 





DEFENSE PRODUCTION ACT AMENDMENTS OF 


1952 


1505 


mendation was both the historical use levels and the stated requirements with 


special weight given to defense requirements. 


United States consumption prior to IMC allocations 


[In short tons] 


United 
States 
consumption 


Tota Mree 
world supply 


Quarterly average, 1949. ; 2. 417.5 
Quarterly average, 1950 3, 144. 4 
Average first 2 quarters, 1951 4, 063 


United 
States con- 
sumption in 

percent of 
total supply 


76. 
82. 


79. £ 


Results of the IMC recommendations as they affect the United States 


{In short tons] 


Total free 


world supply share 


Third quarter, 1951_-. 
Fourth quarter, 1951 
First quarter, 1952__ 


4, 850.0 
5, 379.0 
5, 280.0 


1 Net, i. e., after export of primary products. 


NICKEL 


United States 


United States 
percent of 
total 


Nickel ranks near the top in any list of strategic and critical materials in 


short supply throughout the free world. 
production program. 
plating and gun steels use considerable nickel. While principal 
alloy steels, nickel has important nonferrous uses. 


United States consumption prior to IMC operations 


{In short tons] 


Total free United 


world supply 


+ 


| consumption 
' 


Quarterly average, 1949 
Quarterly average, 1950 
Average first 3 quarters, 1951 


usage 


It is of basic importance in the defense 
For example, military items such as jet engines, armor 


in 


is 


United 
States con- 
sumption in 
percent of 
total supply 


60. 6 
6S. 1 
60.0 


Beginning with the fourth quarter of 1951, the International Materials Con- 
ference recommended plans for distributing nickel among the free nations which 


were accepted by all the member governments. 


The total distribution of forms 


of nickel covered by the recommendations and the United States share are as 


follows: 


Total free 


world supply share 


Fourth quarter, 1951 
First quarter, 1952 37, 018.9 


United States 


United States 
percent of 
total 
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The free world supply of nickel fs expected to show considerable increase 
beginning in the second quarter, principally ‘because of the yield of the Nicaro 
(Cuba) project financed by the United States, and French production from New 
Caledonian ores. Other projects are being contemplated or developed for future 
production by various nations, including the United States. 




































SULFUR 





Sulfur is among the important raw materials because it is basic to a wide 
variety of industries, urban and agricultural, and cuts across the economies of 




























all nations, be they highly developed or underdeveloped. It is vital in the pro- q 
duction of steel and other metals which produce guns, ships, tanks and planes. AY 
It is necessary in the production of agricultural fertilizers and insecticides, ha 
textiles, pulp and paper, rubber, petroleum products, chemicals, and many other 
essential items. R 
Because of increased demands for sulfur as such, world production has been = 
unable to satisfy these requirements, and the sulfur shortage has developed. 
The shortage was in the magnitude of 1,200,000 long tons in 1951, and is esti- 
mated at 1,500,000 long tons for 1952. In March 1951 the Sulfur Committee of 
the International Materials Conference was established to consider the world — 
shortage and to make recommendations to governments to alleviate the shortage, 1 
and to recommend effective distribution of available supplies. The committee F 
has recommended three plans of distribution covering the third quarter of 1951, Fr 
fourth quarter of 1951, and the first 6 months of 1952. These recommendations 
have been accepted by governments. 
The following table shows the United States production, consumption, and 
exports compared with the total free world production : 
Crude sulfur (native and recovered) e 
[Thousand long tons] i] 
aa iey f 
Esti- 
| First Second mated 
1948 1949 1950 half half first 6 
} 1951 1951 | months 
| 1952 
ut fe a Yel Crapo Bis ca. oq ‘ 
Free World production . s-u----] 5,344] 5,280 | 5,914) 2,988] 3,123] 3,017 
United States production 4,913 | 4, 802 | 5, 334 | 2, 694 | 2, 783 2, 655 
as ; ; eee oe ....| 2,008 2,05 
United States allocation { rit } 4 4 1) , os 
eee MAbs Been f 3.700} 3, 500 | 4, 000 | 2, 150 | 2.070 | 2, 062 
United States consumption 1 1 (69.2)} 1 (66.3)! 1 (67.6)) 1 (71.9)| 1 (66.3)| + (68.3) . 
United States exports (crude) ieee 1, 262 1, 443 1, 440 544 | 705| 637, ¢ 
heel al lvcelsacac tet Di d= choise eis th ngeaciesibateaocel oe apasiseioeeaaR Mile Finca C 
Canada 318 253 354 139 | 194 | 172 f 
Others 2 . O44 1, 190 1, O86 | 405 511 465 : 
| Percent 
2 Actual exports do not correspond to export quotas due to export licenses being issued in one period, with t 
shipments being made in a subsequent period. t 


TUNGSTEN 





An additive alloy, used generally in the hardening of steel. It is, in many 
cases, interchangeable with molybdenum and it is well to review figures on 
tungsten and molybdenum together. 

Considering its scarcity and its peculiar importance to the defense mobilization 
and defense supporting programs, the IMC recommended to governments a dis- 
tribution pattern for tungsten in the third quarter, 1951. Basis for this dis- 
tribution was, in part, the historical use levels and, in part, the stated require- 
ments, with special weight given to defense requirements. Recommended also 
by IMC was a price ceiling and floor for spot purchases. Both recommendations 
were accepted by member governments. 

Agreement in IMC was again reached on a distribution plan in the fourth 


quarter and the first quarter, 1952. In these two quarters agreement was not 
reached on tungsten price. 
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United States consumption prior to IMC recommended distribution 


[In short tons] 


| United 
ae | United | States con- 
oe 4 States | sumption in 
“Guppy | consumption} percent of 
| 


| total supply 


! 
| 





Quarterly average, 1949_- 18. 
Quarterly average, 1950. _____-_- uP aa 3, 582. 26. : 
Average first 2 quarters, 1951- ooo 2. 920. ! | 54. : 


Results of the IMC recommended distributions as they affect the United States 


United States 
percent of 
total 


Total free |United States 
| world supply share 


Third quarter, 1951 _- ash : 3, 086. 4 1 
Fourth quarter, 1951 “se ‘ 3, 576.9 
First quarter, 1952 7 oe 4,078 


, 2980.3 
1, 708. 5 
5 1, 926.8 


ZINC 


Zinc is a metal of importance both in the defense mobilization program and in 
essential civilian production. - It has been in extremely short supply. 

Zinc has been considered in the Copper-Lead-Zine Committee, IMC, and treated 
in a similar manner to copper in reaching a recommendation to governments 
for distribution. 


United States consumption prior to IMC operations 


[In short tons] 


United 
, Unite 2 - a 
ae St: te : cuenta 
} States s 1 ( 
) ' . 
| world suy ply consumption percent of 
total supply 


Quarterly average, 1949 458, 500 177, 950 
Quarterly average, 1950 : 491,375 
Average first 3 quarters, 1951_-__- d site ns 479, 166 


38.8 
234), 875 48.2 


220), 966 46.1 


Distribution plans within the IMC on zinc have been in effect beginning with 
the fourth quarter, 1951. The results of the IMC distribution plan as it affects 
the United States are as follows: 


|. Total free | United States ee 
world supply share I total 


Fourth quarter, 1951 y ; ; 517, 700 
First quarter, 1952. _. 6 ; 537, 500 


PULP AND PAPER 


Early in 1951, the Pulp and Paper Committee, IMC, surveyed the position of 
wood products, principally newsprint, kraft pulp, and dissolving pulp. The 
survey indicated that the free world shortages of kraft pulp were insignificant 
and that the shortages of dissolving pulp, while more serious, were insufficient 
to justify an allocation program. These commodities have been kept under 
review. 
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In the case of newsprint, it was decided that emergency allocations were 
necessary to aid a number of countries in which supplies were critically low. 
These allocations were made possible by the Governments of Canada and the 
United States with the cooperation of their producers and publishers. Increased 
production accounted for most of the allotments. The newsprint supplied by the 
United States and Canada was in the approximate ratio of 5 parts from Canada 
to 1 part from the United States. 

Less than three-tenths of 1 percent of the free world’s annual supply of news- 
print comprised these emergency allocations and were distributed among the 
countries as follows: 









Short tons Short tons 


















RN issn snainsemanimio eensinheenin ca aR a ee more 694. 4 
aa te ee 1,102.3 |] Nicaragua Peres tees 440.9 
Dominican Republic_____-_-~ 551.1] Pakistan Sd ae 496.0 
Keuador___- Bekah mine SBlck tienes nee sc Sc ect 12,579. 4 
IN i ie sce ei iti eninge np, eee go eee Ee ie. Mb | ee 1, 929. 0 
Germany, Federal Republic I eS ee bie! ‘D557. 1 

of aie ee Selina dates 7, 736.1) Oraunuay—.....: Ce eae ES 
I go re a 1,587.3] Yugoslavia_____ ORS 
ee et 2, 480. 2 
RNG Sak ts ee . 1,663.4 Total___- aw antads on 
OS ES Ea se oe ean 440. 






























1 Allocations to France, Greece, the Philippines, Turkey, and Yugoslavia were financied 
in whole or in part by ECA (MSA) funds. 

Expanding production and a softening in demand has recently relieved the 
critical supply problem. The committee, therefore, is now working on a program 
to stimulate the resumption of normal trade through commercial channels. 

[ call your particular attention to the fact that in making our comparison for 
the year 1949, we are using consumption figures, which figures are public in- 
formation, in order to avoid divulging of classified material that might show the 
exact status of our stockpile. 

It occurred to me that you might be interested in knowing just how we came 
out in our allocation in the fourth quarter of 1951 and the first quarter of 1952, 
on copper. 

After the difficulties of obtaining acceptable statistics on consumption and 
supply by country, we had the problem of implementation and of getting accurate 
information promptly enough to determine whether or not we were receiving our 
allocation in the fourth quarter. While our total allocation including about 17,- 
000 tons for the stockpile was 366,000, we have now determined that we were 
about 12,500 tons short of receiving our allocation. 

In the first quarter it now appears that we may be as much as 50,000 tons short 
of receiving our allocation of 403,000 tons, partly due to failure of domestic pro- 
duction to reach expectations. Possibly we could have made up a part of the 
deficiency through increasing imports by the abandonment of our price ceiling. 
[ submit that such a move would amount to burning down the house to get rid of 
the termites. 

Recommendations have already been made for allocations for the second 
quarter and in all cases these figures compare favorably with the tonnages al- 
located to the United States for the fourth quarter. 

In the case of copper the amount allocated to the United States will be slightly 
less than the amount allocated to us for the first quarter, but the supply figures 
used are more realistic so that the United States should come closer to obtaining 
its allocation and the effect should be a larger supply of copper to the United 
States in the second quarter than was actually obtained in the first quarter. 

This whole arrangement has appeared to me to be a sensible business deal to 
assure our receiving a proper proportion of the world supply at a reasonable 
price. Without such an arrangement I do not believe that we would have re- 
ceived as great a proportion of the world supply as we have under IMC unless we 
were prepared to pay any price for the material. Even then there is some doubt 
as to how much of the material we would have received and certainly such an 
attempt would have resulted in terrific inflationary pressures within the United 
States and the loss of cooperation of our friends in the world. 
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INTERNATIONAL MATERIALS CONFERENCE 


Following are accredited members ef IMC committees as of January 15, 1952. 
No country may have more than three representatives at any meeting: 


CENTRAL GROUP 


Chairman: Lord Knollys (United Kingdom) 
Vice Chairman: Octavio Paranagua (Brazil) ; M. K. Kirpalani (India) 
Secretary: Charles W. Jeffers 

AUSTRALIA 


Representative: Thomas Victor Maher, Counselor, Embassy of Australia, Wash- 
ington, D. C. 

Alternate: F. J. Marcusson, Materials Attaché, Embassy of Australia, Wash- 
ington, D. C. 


BRAZIL 


Representative: Octavio Paranagu’, Executive Director, International Mone- 
tary Fund, Washington, D. C. 

Alternate: Walder Lima Sarmanho, Minister, Brazilian Embassy, Washington, 
dD. ©. 


CANADA 


Representative: John H. English, Commercial Counselor, Embassy of Canada, 
Washington, D. C. 
Alternates: 
S. V. Allen, comercial secretary, Embassy of Canada, Washington, D. C. 
George A. Browne, Commercial Secretary, Embassy of Canada, Washington, 
D. C. 
FRANCE 


Representative: Raoul de Vitry, vice president, general director, Pechiney Corp., 
Paris. 
Alternates: 
Eugéne Demont, Technical Counselor, Embassy of the French Republic, 
Washington, D. C. 
Jean Vacher-Desvernais, Inspector of Finance, Ministry of Finance and 
Kconomic Affairs, Paris. 


INDIA 


Representative: M. K. Kirpalani, Minister, Embassy of India, Washington, D. C. 
Alternate: P. Vaidyanathan, Economic attaché, Embassy of India, Washington, 
D.C. 
ITALY 
Representative : 
M. Marconi, Chairman, Franco-Tosi Spa, Milan 
or 
Egidio Ortona, Chief, Italian Technical Delegation, Washington, D. C. 
Alternates: 
Edoardo Lombardi, Assistant to the Minister for Industry and Commerce, 
Inspector, Supervisor of Industry, Rome 
Paolo N. Rogers, Deputy Chief, Italian Technical Delegation, Washington, 
D. C. 
UNITED KINGDOM 


Representative : Viscount Knollys, Minister, British Embassy, Washington, D. C. 
Alternate: Leonard Waight, Counselor, British Embassy, Washington, D. C. 


UNITED STATES 


Representative: G. J. Ticoulat, Deputy Administrator, International Problems, 
Defense Production Administration, Washington, D. C. 

Alternate: Frederick Winant, Director of Foreign Coordination, Defense Pro- 
duction Administration, Washington, D. C. 
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Advisers: 
Willis C. Armstrong, Special Assistant, Office of International Materials 
Policy, Department of State; Washington, D. C. 
Winthrop G. Brown, Director, Office of International Materials Policy, 
Department of State, Washington, D. C. 
Sherman S. Sheppard, Assistant to Director of Foreign Coordination, De- 
fense Production Administration, Washington, D. C. 





ORGANIZATION 





OF AMERICAN STATES (OAS) 





Representative: Alberto Lleras, Secretary General, Organization of American 
States (OAS), Washington, D. C. 

Alternate: Loreto M. Dominguez, Chief, Division of Economic Research, Pan 

American Union, Washington, D. C. 


ORGANIZATION FOR EUROPEAN ECONOMIC OCOOPERATION (OEEC) 


Representative: Peter Storrs, Acting Head, Organization for European Economic 
Administration, Paris 
Alternate: Louis Nathan, OKEC Mission to IMC, Washington, D. C. 


SECRETARY 


Charles W. Jeffers, Executive Secretary, International Materials Conference, 
Washington, D. C. 

COPPER-ZINC-LEAD COMMITTEE 

Chairman: W. EB. Taylor (United Kingdom). 


Vice Chairman: Agustin Ochoa (Mexico). 
Secretary of Committee: Margaret F. Berger. 


AUSTRALIA 





Representative: F. 
Washington, D. C. 
Alternates: 
Raymond F. F. Hall, assistant tariff officer, Australian Department of Trade 
and Customs, Canberra. 
Francis J. McGuinness, deputy assistant director, Diviison of Industrial 
Development, Ministry of National Development, Melbourne. 
Advisers: 
John A. Bult, secretary, Metal Manufacturers, Ltd., Melbourne. 
Richard A. Walmsley, secretary, Electrolytic Refining and Smelting Co., 
Melbourne. 


J. Marcusson, materials attaché, Embassy of Australia, 


BELGIUM (FOR BENELUX) 










Representative: 
Maurice Heyne, Minister Plenipotentiary, commercial counselor, Embassy 
of Belgium, Washington, D. C, 
or 
Jean Etienne, Chief of Materials Section, Department of Foreign Affairs and 
External Trade, Brussels 
Alternates: 
* Johan Kaufmann, commercial secretary, Embassy of the Netherlands, 
Washington, D. C. 
Léandre Maréchal, commercial attaché, Embassy of Belgium, Washington, 
D. C. 
M. H. Moerel, adviser, Embassy of the Netherlands, Washington, D. C. 
Advisers: 
Julien J. Leroy, managing director, Société Générale des Minerais, Brussels 
Etienne Sepulchre, Directeur a la Société Générale des Minerais, Brussels 












CANADA 


Representative: S. V. Allen, commercial secretary, Embassy of Canada, Wash- 
ington, D. C. 
Alternates: 
M. P. Carson, assistant commercial secretary, Embassy of Canada, Wash- 
ington, D. C. 
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G. C. Monture, Canadian Department of Defense Production, Washington, 
D. C, 


Advisers : 


George C. Bateman, special adviser on nonferrous metals, Department of 
Defense Production, Ottawa. 


J. S. A. Carman, mineral economist, Economics and Statistics, Department 
of Defense Production, Ottawa. 


K. H. J. Clarke, assistant to the Nonferrous Metals Controller, Department 
of Defense Production, Ottawa. 


Robert Jones, assistant to the Director, Nonferrous Metals Division, De 
partment of Defense Production, Ottawa. 


CHILE 


Representative: Walter Muller, economie counselor, Embassy of Chile, Wash- 
ington, D. C. 
Alternate: Ernesto Espinosa, Second Secretary, Embassy of Chile, Washington, 
D. C. 
FRANCE 


Representative: Jean Faye, Ingénieur des Mines, Président du Groupement des 
Metaux (GIRM), Paris 
Alternates : 
Jean-Yves Gautier, Ingénieur Electro-chimiste et Electro-metallurgiste, 
Société Minerais et Metaux, Paris 
E. M. Ventura, Chief Inspector of Mines, Ministry of Industry and Trade, 
Paris 
Advisers : 
Pierre Michel Carpentier, Directeur, Groupement d'Importation et de Repar- 
tition des Metuux, New York City 
Jean Pierre Debart, Civil Administrator, Ministry of Commerce and Exter- 
nal Economic Relations, Paris 
Jacques L. Floersheim, Chief, Programming Service, French Supply Office, 
Washington, D. C. 


FEDEBAL REPUBLIC OF GERMANY 


Representative: Rudolf Afflerbach, representative, Ministry of Economics, Bonn 
Alternates: 
Josef Eitel, Ministry of Economics, Bonn 
Josef Reufels, Permanent Mission of the Federal Republic of Germany to 
MSA, Washington, D. C. 
Clemens Schiller, representative, Ministry of Economics, Bonn 


ITALY 


Acting Representative: Gino Cecchi,. secretary, Italian Minerals Agency 
(AMMI), Rome 

Alternate: Clemente B. Colonna, Italian Technical Delegation, Washington, D. C. 

Adviser: Marion Ferraris, Government official, Italian Technical Delegation, 
Washington, D. C. 


MEXICO 


Representative: Alfonso Cortina, Minister Counselor for Economie Affairs, Em- 
bassy of Mexico, Washington, D. C. 

Alternate: Augustin Ochoa, economic attaché, Embassy of Mexico, Washing- 
ton, D. C. 

Adviser: Manuel Valladares, Assistant to the Minister, economic counselor, Em- 
bassy of Mexico, Washington, D. C. 


NORWAY 


Representative: K. O. Skjerdal, commercial counselor, Embassy of Norway 
Washington, D. C. 
Alternates : 
Rasmus Gundersen, second secretary, Embassy of Norway, Washington, D. C. 
Torfinn Oftedal, economic counselor, Embassy of Norway, Washington, D. C. 
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PERU 


Representative: Carlos Donayre, commercial counselor, Embassy of Peru, Wash- 
ington, D. C. 
UNITED 













KINGDOM 





Representative: W. E. Taylor, counselor, British Embassy, Washington, D. C. 
Alternates : 
John Alexander Goddard, principal, Ministry of Materials, Raw Materials 
Section, British Embassy, Washington, D. C. 
S. J. Gross, principal, Ministry of Materials, Raw Materials Section, British 
Embassy, Washington, D. C. 
Adviser: R. L. Stubbs, Director of Zine Development Association, Ministry of 
Materials, London. 
UNITED STATES 





Representative: Frank H. Hayes, Director, Copper Division, National Production 

Authority, Washington, D. C. 
Advisers: 

Edmund BE. Getzin, Metals and Minerals Staff, Office of International Mate- 
rials Policy, Department of State, Washington, D. C. 

John D. Morgan, Jr., special assistant to the Deputy Administrator, Defense 

Production Administration, Washington, D. C. 
Myron L. Trilsch, Chief, Raw Materials Branch, Copper Division, National 
Production Authority, Washington, D.C. 




















SECRETARY 





OF COM MITTEE 


Margaret F. Berger, Office of Materials Policy, Department of State, Washington, 
> 43. 

COTTON-COTTON LINTERS COM ™MITTE 

Chairman: Paolo Rogers (Italy). 


Vice Chairman: S. V. Allen (Canada). 
Secretary of Committee: A, W. Palmer. 


















BELGIUM (FOR BENELUX) 





Representatives : 
Maurice Heyne, Minister Plenipotentiary, Commercial Counselor, Embassy 
of Belgium, Washington, D. C., or 
Jean Etienne, Chief of Materials Section, Department of Foreign Affairs 
and External Trade, Brussels. 
Alternates: 
I¢pndre Maréchal, commercial attaché, Embassy of Belgium, Washington, 
D.C. 
J. Teppema, second commercial secretary, Embassy of the Netherlands, 
Washington, D.C. 
Adviser: P. Vandenberghe, Director, Ministry of Economie Affairs, Brussels. 







BRAZIL 











Representative: Octavio Paranagua, Executive Director, International Monetary 
Fund, Washington, D. C, 
Alternates : 
lugo B. Cantanhede, commercial attaché, Brazilian Embassy, Washing 
ton, D.C. 
J.P. do Rio Branco, second secretary, Brazilian Embassy, Washington, D. C 
Antonio de Franca Maciel, economic attaché, Brazilian Embassy, Wash- 
ington, D.C, 


CANADA 











Representative: S. V. Allen, commercial secretary, Embassy of Canada, Wash- 
ington, 1D. C, 

Alternates: 

M. P. Carson, assistant commercial secretary, Embassy of Canada, Wash- 
ington, D. C. 

W. F. Hillhouse, assistant agricultural secretary, Embassy of Canada, 
Washington, D. C. 


Adviser: Irving Roy, president of Cotton Institute of Canada, Montreal. 





lk 
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FRANCE 


Representative: Jean Edouard Senn, director of the Research Institute of Cot 
ton and Exoctic Textiles, Paris. 
Alternates : 
Jacques L. Floersheim, chief, Jrogramming Division, French Supply Office, 
Washington, D. C. 
Jacques Robagtia, director adjoint, 
merce, Paris. 
\dvisers : 
Marcel Fremaux, president of 
Republic, Washington, D. C. 
René Sandret, secretary general, Association for Import and Distribution of 
Cotton Linters, Paris. 


Ministére de l’'Industrie et du Com- 


French Spinners, Embassy of the French 


FEDERAL REPUBLIC OF GERMANY 


Kepresentative: Willy Kohler, executive secretary, Cotton Spinners Association, 
Frankfort A/M. 


GERMANY 
Alternates : 
Kurt Hoernig, Permanent Mission of the Federal Republic of Germany to 
MSA, Washington, D. C. 


Kurt Dieterich, manager of Cotton Weaving and Spinning Mill, HOF, Ba 


varia, German Mission to MSA, Washington, D. C 
INDIA 
Representative: Vacant 
Alternate: P. Vaidyanathan, economic attaché, Embassy of India, Washington 
a AS. 


ITALY 
Representative: Paolo Rogers 
ington, D.C 
Alternates : 


. deputy chief, Italian technical delegation, Wash 


George Casoni, secretary, Italinn Cotton Association, Milat 
Enrico Pavia, representati 


ve, Italian Cotton Association, New York City. 


JAPAN 

Representative: Ryuji Takeuchi, Japanese Government representative, Japanese 
Government Overseas Agency, Washington, D. C 
Alternates: 


Keiichi Matsumura, assistant representative, Japanese Government Over- 
seas Agency, Washington, D. C, 

Kivehiko Tsurumi, secretary of the Economic Stabilization Board, 

anese Government Overseas Agency, Washington, D. C. 

T. Yasukauwa, assistant Japanese Government Overseas 
Ottawa 

Adviser: H. A. Brenn, GHQ, Organization of the Supreme Commander of the 
Allied Powers in Japan, Economic and Scientific Section, Office of Occupied 
Areas, Washington, D. ©. 


Jap- 


representative, 


MEXICO 


Representative: Alfonso Cortina, Minister Counselor for 
Embassy of Mexico, Washington, D. C. 

Alternate: Augustin Ochoa, 
ton D.C. 


Keonomic Affairs, 


economic attaché, Embassy of Mexico, Washing 
Adviser: Manuel Valladares, assistant to the Minister, Economie Counselor, Em 
bassy of Mexico, Washington, 1). ¢ 


PERU 


Representatives: Emilio 


Guimoye, commercial counselor, Embassy of 
Washington D. C. 


Peru, 


Alternate: German Ferndndez Concha, Minister, commercial counselor, Embassy 
of Peru, Washington, D. C. 
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TURKEY 


Representative : Hiiseyin Kunter, commercial counselor, Embassy of the Turkish 
Republic, Washington D. C. 


UNITED KINGDOM 


Representative: Miss N. K. Fisher, assistant secretary, Raw Materials Section, 
British Embassy, Washington, D. C. 
Alternates: 
G. E. M. McDougall, Counselor, British Embassy, Washington, D. C. 
S. D. Wilks, principal, Raw Materials Section, British Embassy, Washing- 
ton, D. C. 


UNITED STATES 


Representative: John H. Dean, Deputy Assistant Administrator for Commodity 
Operations, Production and Marketing Administration, Department of Agri- 
culture, Washington, D. C, 

Advisers: 

George H. Alexander, Agricultural Products Staff, Office of International 
Materials Policy, Department of State, Washington, D. C. 

George B. Coate, Acting Chief of Cotton, Wool, and Fibers Branch, Mutual 
Security Agency, Washington, D. C. 

F, Marion Rhodes, Director, Office of Requirements and Allocation, Produc- 
tion and Marketing Administration, Department of Agriculture, Wash- 
ington, D. C. 

A. Henry Thurston, Acting Director, Textile Division, Industry Operations 
Bureau, National Production Authority, Washington, D. C. 

Miss Eulalia L. Wall, Fibers and Hides Branch, Agricultural Products Staff, 
Office of International Materials Policy, Department of State, Washing- 
ton, D. C. 

Ek. D. White, Chief, Cotton, Wool, and Fibers Branch, Mutual Security 
Agency, Washington, D. C. 


SECRETARY OF COM MITTEE 


A. W. Palmer, Office of Foreign Agricultural Relations, Department of Agricul- 
ture, Washington, D. C. 


MANGANESE-NICKEL-COBALT COMMITTEE 


Chairman: S. V. Allen (Canada) 
Vice Chairman: E, M. Ventura (France) 
Secretary of Committee: Claude R. Tiers 


BELGIUM (FOR BENELUX) 
Representative : 
Maurice Heyne, Minister Plenipotentiary, commercial counselor, Embassy 
of Belgium, Washington, D. C., 
or 
Jean Etienne, Chief of the Materials Division, Department of Foreign Affairs 
and External Trade, Brussels. 
Alternates: 
Léandre Maréchal, commercial attaché, Embassy of Belgium, Washington, 
D. C. 
M. H. Moerel, adviser, Embassy of the Netherlands, Washington, D. C, 
J. Teppema, second commercial secretary, Embassy of the Netherlands, 
Washington, D. C. 
Advisers : 
Julien J, Leroy, managing director, Société Générale des Minerais, Brussels. 
Léon G. Rucquoi, technical consultant of the Steel-Makers and Metal-Working 
Industries of Belgium and Luxembourg, New York City. 


BRAZIL 


tepresentatives: Octavio Paranagué, executive director, International Mone- 
tary Fund, Washington, D. C. 
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Alternates: 


EK PRODUC 


LLON 


A. B. M. Cadaxa, second secretary, 
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Antonio de 


ington, D. C. 
Adviser: Sylvio Fre 
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Representative: S 
ington, D. C. 

Alternates : 
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INDIA 


Representative: H. A. Sujan, Director, India Supply Mission, Washington, . ©. 
Alternate: M. B. Shankar, Deputy Director, India Supply Mission, Washington, 
Db. C. 
NORWAY 


Representative: K. QO. Skjerdal, commercial counselor, Embassy of Norway, 
Washington, D. C. 
Alternates : 
Rasmus Gundersen, second secretary, Embassy of Norway, Washington, D. C. 
Tortinn Oftedal, economic counselor, Embassy of Norway, Washington, D. C. 


UNION OF SOUTH AFRICA 


Representative: W. A. Horrocks, commercial counselor, Embassy of the Union of 
South Africa, Washington, D. C. 
Alternates : 
S. P. de Villiers, commercial secretary, Embassy of the Union of South Africa, 
Washington, D. C. 
J. H. Schutte, assistant commercial secretary, Embassy of the Union of South 
Africa, Washington, ID. C. 


UNITED KINGDOM 


Representative: W. E. Taylor, counselor, British Embassy, Washington, D. C, 
Alternates : 
John Alexander Goddard, principal, Ministry of Materials, Raw Materials 
Section, British Embassy, Washington, D. C. 
S. J. Gross, principal, Ministry of Materials, Raw Materials Section, British 
IXmbassy, Washington, D. C. 
G. E. M. McDougall, counselor, British Embassy, Washington, D. C, 
Advisers : 
J. F. Sewell, adviser on alloyed steels, British Embassy, Washington, D. C. 
R. L. Stubbs, director of Zine Development Association, Ministry of Mate 
rials, London. 
UNITED STATES 


Acting Representative: Sherman 8S. Sheppard, assistant to the Deputy Director 
for Foreign Activities and Defense Material, Defense Production Administra 
tion, Washington, D. C. 

Alternate: E. F. Mechlin, Jr., Ferro-Alloys Branch, Iron and Steel Division, Na 
tional Production Authority, Washington, D. C. 

Advisers : 

Robert W. Bridgman, Metals and Minerals Staff, Office of International 
Materials Policy, Department of State, Washington, D. C. 

Malcolm H. Carpenter, commodity specialist, Ores Branch, Research and 
Development Division, Emergency Procurement Service, General Services 
Administration, Washington, D. C. 

John Croston, special consultant, President's Material Policy Commission, 
National Security Resources Board, Washington, D, C. 

Hubert W. Davis, Ferrous Metals and Alloys Branch, Bureau of Mines, De 
partment of Interior, Washington, D. C, 

Frederick F. Franklin, consultant, Ferro-Alloys Section, National Produc 
tion Authority, Washington, D. C. 

IF’. Morton Leonard, Chief, Metals Division, Tariff Commission, Washington, 
..43, 

Edwin J. Lintner, Chief, Additive Alloys Branch, Office of Materials Re 
sources, Munitions Board, Washington, D. C. 

Benoni Lockwood, Jr., Acting Chief, Nonferrous Metals Branch, Industrial 
Commodities Division, Mutual Security Agency, Washington, D. C. 

Norwood B. Melcher, Assistant Chief, Ferrous Metals and Alloys Branch, 
Minerals Division, Bureau of Mines, Department of Interior, Washing 
ton, D.C, 

Nils B. Skavang, Metals and Minerals Staff, Office of International Mate 
rials Policy, Department of State, Washington, D. C. 

Thomas P. Thayer, Minerals Deposits Branch, United States Geological 
Survey, Department of Interior, Washington, D. C. 
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SECRETARY OF COMMITTEE 


Claude R. Tiers, French Supply Office, Washington, D. C. 


| 


PULP-PAPER COMMITTEE 


Chairman: Mare Hyafil (France) 
Vice Chairman: F. J. Marcusson (Australia) 


. 


Acting Secretary of Committee: Ernst Hoor 


AUSTRALIA 


Representative: F. J. Marcusson, materials attaché, Embassy of Australia, 
Washington, D. C. 


Alternates: 
Raymond F. F. Hall, assistant tariff officer, Australian Department of Trade 


and Customs, Canberra 
Francis J. McGuinness, deputy assistant director, Division of Industrial De- 
velopment, Ministry of National Development, Melbourne 
Advisers : 
Joshua B. Powers, New York representative, Melbourne Herald and Weekly 
Times, New York City 
Abraham Don Rothman, New York representative, Sydney Morning Herald, 
New York City 
AUSTRIA 
Representative: Wilhelm Goertz, economic counselor, Embassy of Austria, Wash- 


ington, D. C. 
Advisers : 
Johannes Pirquet, commercial adviser, Embassy of Austria, Washington, 


D> C, 
Hans A. Salzer, Salzer Paper Mill, Vienna 


BELGIUM 


Representative : 
Maurice Heyen, Minister Plenipotentiary, 
of Belgium, Washington, D. C. 
or 
Jean Etienne, chief of 
and External Trade, Brussels 
Alternate: H. H. Wenmaekers, attaché, commercial section, Embassy of Belgium, 


commercial counselor, Embassy 


materials section, Department of Foreign Affairs 


Vashington, D. C. 
Adviser: Armand Bastin, president, Inchemtex, Inc., representatives of Union 
Chimique Belge, New York City 
BRAZIL 
Octavio Paranagua, executive director, International Monetary 


Representative : 
Fund, Washington, D. C 


Alternates: 
Hugo B. Cantanhede, commercial attaché, Brazilian Embassy, Washington, 
D:'¢: 
J. P. do Rio Branco, second secretary, Brazilian Embassy, Washington, 


BD: Cc: 
Antonio de Franca Maciél, economic attaché, Brazilian Embassy, Washing- 
ton, D.C. 
CANADA 


Representative: S. V. Allen, commercial secretary, Embassy of Canada, Wash 
ington, D.C. 
Alternates: 
M. P. Carson, assistant commercial secretary, Embassy of Canada, Washing 
ton, LD. C. 
R. M. Fowler, 
Production, Ottawa 
Advisers : 
J. S. A. Carman, mineral economist, Economics and Statistics, Department 


of Defense Production, Ottawa. 


director, Pulp and Paper Division, Department of Defense 
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Frank L. Mitchell, deputy director, Pulp and Paper Division, Montreal. 

J. M. Savage, secretary, Newsprint Association of Canada, Montreal. 

J. M. Smith, special assistant to the director of the Pulp and Paper Division, 
Department of Defense Production, Ottawa. 


FRANCE 


Representative: Mare Hyafil, Secretariat of State for Economic Affairs, Di- 
vision of Foreign Economic Relations, Paris. 
Alternates : ‘ 
André Paviliard, Assistant Chief, French Supply Office, Washington, D. C. 
Robert J. Wirth, Inspector of Finance, Foreign Affairs Ministry, Paris. 
Advisers : : 
Renaud Gillet, president, Givet Izieux Co., Paris. 
M. de Precigout, president of the Union of Artificial Textiles, Paris. 
Xavier Prouteau, president, French Paper Manufacturers Association, Paris. 
Jean Zuecco, Chargé de Mission, Ministry of Industry and Trade, Paris. 


FEDERAL REPUBLIC OF GERMANY 


Representative: Max H. Schmid, president, Zelistoffabrik Waldhof, Wiesbaden, 
Alternates : P 
Kurt Hoernig, Permanent Mission of the Federal Republic of Germany to 
MSA, Washington, D. C. 
Rolf May, programing official, Permanent Mission of the Federal Repub 
lic of Germany to MSA, Washington, D. C. 
Ernest Robert Vogt, Manager, Pulp and Paper Producing and Converting 
Association, Wiirttemberg, Germany. 


ITALY 


Representative: Paolo N. Rogers, Deputy Chief, Italian Technical Delegation, 
Washington, D. C. 
Alternates : 
Vineenzo Amici, Director, Technical Service Italian Institution, Pulp and 
Paper, Rome. 
Armando Zanetti-Polzi, executive, Italian 
2. . 


r 


rechnical Delegation, Wasnington, 
JAPAN 


Representative: Ryuji Takeuchi, Japanese Government representative, Japanese 
Government Overseas Agency, Washington, D. C. 
Alternates : 
Keiichi Matsumura, assistant representative, Japanese Government Overseas 
Agency, Washington, D. C. 
Kiyohiko Tsurumi, secretary of the economic stabilization board, Japanese 
Government Overseas Agency, Washington, D. C. 
Adviser: Sidney H. Deibert, Deputy Director, Chief of Programs and Planning, 


Programs and Statistics Division, ESS, GHQ, SCAP, Department of the Army, 


Washington, D. C. 
NETHERLANDS 


Representative: J. Grooters, assistant financial attaché, Embassy of the Nether- 
lands, Washington, D. C. 
Alternate: J. Teppema, second commercial secretary, Embassy of the Nether 
lands, Washington, D. C. 
NORWAY 


Representative: Torfinn Oftedal, economic counselor, Embassy of Norway, Wash 
ington, D. C. 
Alternates : 


Rasmus Gundersen, second secretary, Embassy of Norway, Washington, 


D. C. 


KK. O. Skjerdal, commercial counselor, Embassy of Norway, Washington, 


D. C. 
SWEDEN 


Representative: Hubert de Besche, economic counselor, Embassy of Sweden, 


Washington, D. C. 








4 
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Alternates : 

Lennart Almstrém, vice president, Holmens Bruks and Fabriks AB., Nort 

koping, Sweden. 

Ivan Eckersten, commercial attaché, Embassy of Sweden, Washington, D. C. 

Torsten Hylander, attaché, Embassy of Sweden, Washington, D. C. 

C. H. von Platen, first secretary, Embassy of Sweden, Washington, D. C. 
Advisers: 

Ewert Landberg, president, Swedish Paper Mills Association, Stockholm. 

T. Lundgren, president, Swedish Cellulose Association, Stockholm 


UNITED KINGDOM 


Representative: A. S. Gilbert, assistant secretary, Ministry of Materials, London 
Alternates: 
Miss N. K. Fisher, assistant secretary, raw materials section, British Em- 
bassy, Washington, D. C. 
G. E. M. McDougall, counselor, British Embassy, Washington, D. C 
S. D. Wilks, principal, raw materials section, British Embassy, Washington, 
D. C. 
Advisers: 
I’. P. Bishop, general manager, Newsprint Supply Co., London 
Edward A. Holmes, director, Price & Pierce, Ltd.. london. 
G. 8. Somerset, secretary, Newsprint Rationing Committee, London. 


UNITED STATES 


Representative: Donald C. Warner, Chief, Forest Products Branch, Agricultural 
Products Staff, Office of International Materials Policy, Department of State, 
Washington, D. C. 

Advisers : 

Joseph E. Atchison, Chief, Pulp and Paper Branch, Industry Division, Mutual 
Security Agency, Washington, D. C. 

Charles J. Dynes, consultant for pulp and paper, Munitions Board, Depart- 
ment of Defense, Washington, D. C. 

Pasquale Forni, Pulp and Paper Branch, Mutual Security Agency, Wash 
ington, D. O. 

Kenneth M. Grasse, Assistant Chief, Pulp and Paper Branch, Mutual Se 
curity Branch, Washington, D. C. 

H. R. Josephson, Chief, Division of Forest, Economics Forest Service, De 
partment of Agriculture, Washington, D. C. 

Joseph P. Kagan, Chief, Forest Products Section, Office of International 
Trade, Department of Commerce, Washington, D. C. 

Francis A. Linville, Acting Chief, Agricultural Products Staff, Office of In 
ternational Materials Policy, Department of State, Washington, D. C. 

W. Leroy Neubrech, Assistant to the Director, Pulp-Paper and Paper Board 
Division, National Production Authority, Washington, D. C. 

Mathias Niewenhous, Director, Forest Products Materials Branch, Office 
of Programs and Requirements, Defense Products Administration, Wash 


ington, DD. Cc, 
ACTING SECRETARY OF COMMITTEE 


Ernst Hoor, Administrator, Organization for European Economic Cooperation, 
Paris 
SULFUR COMMITTEE 
Chairman: Marcel Feron (Belgium ) 


Vice Chairman: Theodore N. Sweet (United States) 
Secretary of Committee: Prank Talbot 


AUSTRALIA 
Representative: F. J. Marcusson, materials attaché, Embassy of Australia, 
Washington, D. C. 


Alternates: 
Rupert R. Ellen, commercial counselor, Embassy of Australia, Washington, 
a... 
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Raymond F. F. Hall, assistant tariff officer, Australian Department of Trade 
and Customs, Canberra. 

A. C. B. Maiden, commercial attaché, Embassy of Australia, Washington, 
D. C. 

Francis J. McGuinness, Deputy Assistant Director, Division of Industrial 
Development, Ministry of National Development. 


BELGIUM (FOR BENELUX) 
Representative : 
Maurice Heyne, Minister Plenipotentiary, Commercial Counselor, Embassy 
of Belgium, Washington, D. C., or 
Jean Etienne, Materials Section, Department of Foreign Affairs and Ex- 
ternal Trade, Brussels. 
Alternates: 
BE. Leemans, commercial attaché, Embassy of Belgium, Washington, D. C. 
Léandre Maréchal, commercial attaché, Embassy of Belgium, Washington, 
D. C. 
M. H. Moerel, adviser, Embassy of the Netherlands, Washington, D. C. 
Advisers: 
Armand Bastin, president, Inchemtex, Inc., representatives of Union Chimi- 
que Belge, New York City. 
Marcel Feron, Tessenderloo, Brussels. 
Jacques Rulot, directeur, L’Union Chimique Belge S. A. Brussels. 
Etienne Sepulchre, directeur a la Société Générale, des Minerais, Brus- 
sels. 
BRAZIL 


Representative : Octavio Paranagua, Executive Director, International Monetary 
Fund, Washington, D. C. 
Alternates: 
A. B. M. Cadaxa, second secretary, Brazilian Embassy, Washington, D. C. 
Hugo Brasil Cantanhede, commercial attaché, Brazilian Embassy, Washing 
ton, D. C. 
G. N. de Araujo, commercial counselor, Brazilian Embassy, Washington, D. C. 
Antonio de Franca Maciel, economic attaché, Brazilian Embassy, Washing- 
ton, D. C. 
Adviser: Sylvio Froes de Abreu, Director of Chemical Industries Division, 
National Institute of Technology of Brazil, Rio de Janeiro. 


CANADA 


tepresentative: S. V. Allen, commercial secretary, Embassy of Canada, Wash- 
ington, D. C. 
Alternates : 
M. P. Carson, assistant commercial secretary, Embassy of Canada, Wash- 
ington, D. C. 
G. K. Wright, Chief of Chemicals Section, Department of Defense Production, 
Washington, D. C. 
Advisers: 
J. S. A. Carman, mineral economist, Economics and Statistics, Department 
of Defense Production, Ottawa. 
Robert Jones, assistant to the director, Nonferrous Metals Division, De- 
partment of Defense Production, Ottawa. 


FRANCE 


Representative: Felix Bourdilliat, branch head, Division of Chemical Industries, 
Ministry of Commerce and Industry, Paris. 
Alternate: J. Robert Wirth, Inspector of Finance, Foreign Affairs Ministry, Paris. 
Advisers: 
Emmanuel Bouchacourt, Director General, Natienal Union of Sulphuric 
Acid, Paris. 
Robert F. Derreumaux, technical adviser to commercial counselor, Hmbassy 
of the French Republic, Washington, D. C. 
H. H. de Vallée, president, Francolor, Inc., New York City. 
Jean Roubaud, president, Society of United Sulphur Refineries, Marseilles. 
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Amaury de Saint Vincent, Ministry of Industry, Paris. 

Louis Gilbert Taves, Chief, Equipment and Industrial Products Section, 
French Supply Office, Washington, D. C. 

Jean Vielliard, Deputy Director General of the Industrial Corporation of 
Phosphoric Acid and Fertilizer, Paris. 


FEDERAL REPUBLIC OF GERMANY 


Representative: Alfred Hoffman, executive secretary, Federal Ministry of 
Economics, Bonn. . 

Alternate: Kurt Hoernig, Permanent Mission of the Federal Republic of Ger- 
many to MSA, Washington, D. C. 


INDIA 


Representative: H. A. Sujan, Director, India Supply Mission, Washington, D. C. 
Alternate: M. B. Shankar, Deputy Director, India Supply Mission, Washington, 
BD. 42. 


ITALY 


Representative: Edoardo Lombardi, assistant to the Minister for Industry and 
Commerce, Inspector Supervisor of Industry, Rome. 
Alternate: Clemente B. Colonna, Italian Technical Delegation, Washington, D. C. 


MEXICO 


Representative: Alfonso Cortina, Minister Counselor for Economie Affairs, 
Embassy of Mexico, Washington, D. C. 

Alternate: Agustin Ochoa, economic attaché, Embassy of Mexico, Washington, 
D. C. 

Adviser: Manuel Valladares, Assistant to the Minister, Economic Counselor, 


Embassy of Mexico, Washington, D. C. 


NEW ZEALAND 


Representative : D. W. Woodward, commercial counselor, Embassy of New Zea- 
land, Washington, D. C. 
Alternates: 
V. Armstrong, scientific attaché, Embassy of New Zealand, Washington, D. C. 
S. T. Murphy, commercial attaché, Embassy of New Zealand, Washington, 
D.C. 


NORWAY 


Representative : Torfinn Oftedal, economic counselor, Embassy of Norway, Wash- 
ington, D. C. 
Alternates : 
Rasmus Gundersen, second secretary, Embassy of Norway, Washington, D. C. 


‘ 


K. O. Skjerdal, commercial counselor, Embassy of Norway, Washington, D. C. 
SWEDEN 


Representative: Hubert de Besche, economic counselor, Embassy of Sweden, 
Washington, D. C. 
Alternates : 
Ivan Eckersten, commercial attaché, Embassy of Sweden, Washington, D. C. 
Lennart Masreliez, commercial attaché, Embassy of Sweden, Washington, 
D. C. 
C. H. von Platen, first secretary, Embassy of Sweden, Washington, D. C. 
Adviser: Claes Lindgren, chemical division, State Trade and Industry Commis- 
sion, Stockholm. 
SWITZERLAND 


Representative: Fritz Real, commercial counselor, Legation of Switzerland, 
Washington, D. C. 

Alternate: Olivier Long, first secretary, Legation of Switzerland, Washington, 
D. C. 
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Adviser: Hellmut Ensslin, chemist,. Ciba, Ltd., Basle. 
UNION OF SOUTIHT AFRICA 


Representative: William A. Horrocks, commercial counselor, Embassy of the 
Union of South Africa, Washington, D. C. 
Alternates: 
S. P. de Villiers, commercial secretary, Embassy of the Union of South 
Africa, Washington, D. C. 
J. H. Schutte, assistant commercial secretary, Embassy of the Union of 
South Africa, Washington, D. C. 


UNTTED KINGDOM 


Representative: Miss N. K. Fisher, assistant secretary, raw materials section, 
British Embassy, Washington, I). C. 
Alternates : 
G. E. M. McDougall, counselor, British Embassy, Washington, D. C. 
S. D. Wilks, principal, raw materials section, British Embassy, Washing 
ton, D.C, 


UNITED STATES 


Representative: Theodore L. Sweet, Chief, Combined Materials Branch, Indus- 
trial Commodities Division, Mutual Security Agency, Washington, D. C. 
Alternate: Derek Brooks, assistant to the Director, Office of International Trade, 
Department of Commerce, Washington, D. C. 
Advisers : 
Harlan P. Bramble, Acting Chief, Metals and Minerals Staff, Office of Inter- 
national Materials Policy, Department of State, Washington, D. C. 
David Handler, Metals and Minerals Staff, Office of International Materials 
Policy, Department of State, Washington, D. C. 
G. W. Josephson, Chief, Construction and Chemical Materials Branch, Bu- 
reau of Mines, Department of Interior, Washington, LD. C. 
Louis N. Markwood, Director, Chemical Division, Office of International 
Trade, Washington, D. C. ° 
Thomas H. Tremearne, Office of Materials and Facilities, Production and 
Marketing Administration, Department of Agriculture, Washington, D. C. 
Thomas B. Upchurch, industry engineer, Feed Materials Branch, Production 
Division, Atomic Energy Commission, Washington, D. C. 
Harold B. Vollrath, Office of Material Resources, Chemicals and Rubber 
Branch, Department of Defense, Washington, DD. C. 
A. L. Walker, Adviser to Assistant Administrator, Chemical, Rubber and 
Forest Products Bureau, National Production Authority, Washington. D. C. 
John F. Wood, Chief, Sulphur Section, Chemical Division, Chemical, Rubber 
and Forest Products Bureau, National Production Authority, Wash- 
ington, D. C. 


SECRETARY OF COMMITTEE 
Frank Talbot, Department of State, Washington, D. C. 


TUNGSTEN-MOLYRDENUM COMMITTEE 


Chairman: Juan Pefharanda ( Bolivia) 
Vice Chairman: C. Von Platen (Sweden ) 
Acting Secretary of Committee: J. Hubert Penson 


AUSTRALIA 


Representative: F. J. Marcusson, Materials Attaché, Embassy of Australia, 
Washington, D. C. 
Alternates : 
Raymond F. F. Hall, Assistant tariff officer, Australian Department of 
Trade and Customs, Canberra 
Francis J. McGuinness, Deputy Assistant Director, Division of Industrial 
Development, Ministry of National Development, Melbourne. 
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Advisers: 
John A. Bult, secretary, Metal Manufacturers, Ltd., Melbourne. 
Richard A. Walmsley, secretary, Electrolytic Refining & Smelting Co., 
Melbourne. 
BOLIVIA 


Representative: Juam Penharanda, Minister Plenipotentiary, Embassy of Bolivia, 
Washington, D. C. 
Alternates: 
Jorge Sanchez Peja. 
German Rovira, commercial counselor, Office of the Bolivian Commercial 
Counselor, Washington, D. © 
BRAZII 
Representative: Octavio Pari gun, Executive Director, International Monetary 
Fund, Washington, D. C. 
Alternates : 
©. L. de Berenguer Cesar, third secretary, Brazilian Embassy, Washington. 
it Mp eA 
Paulo EK. da Camara Ortegal, assistant air attaché, Brazilian Embassy, 
\ashington, D.C. 
Arnaldo Vasconcellos, first secretary, Brazilian Embassy, Washington, D. C. 


CANADA 


f 


epresentative: G .C. Monture, Canadian Depart t of Defense Production, 
Washington, D.C. 
Alternates: 
S. V. Allen, commercial secretary, Embassy of Canada, Washington, D. C 
M. P. Carson, assistant commercial secretary, Embassy of Canada, Wash 
ington, IL’. Cc, 
Advisers: 
George C,. Bateman, special adviser on nonferrous metals, Ministry of Dt 
fense Production, Ottawa. 
J. S. A, Carman, mineral economist, Economics and Statistics, Department 
of Defense Production, Ottawa 
Robert Jones, Assistant to the Director, Nonferrous Metals Division, Depart 
ment of Defense Production, Ottawa. 


CHILE 


Representative: Walter Miiller, economic counselor, Embassy of Chile, Wash 
ington, ID, © 

Alternate: Ernesto Espinosa, second secretary, Embassy of Chile, Washington, 
Dm GC 


FRANCE 


Representative: René Samuel Lajeunesse, Chief Mining Engineer, Paris 
Alternates : 
Pierre Braye, Director, Tungsten, Molybdenum and Chromium Importation 
and Distribution Board, Paris. 
BE. M. Ventura, Chief Inspector of Mines, Ministry of Industry and Trade, 
Paris. 
Advisers: 
Robert Delaume, Chief, Minerals and Metals Service, Bureau of Mines, Min- 
istry of Industry and Trade, Paris. 
Jean-Yves Gaiitier, Ingenieur Electro-Chimiste et Electro-Metallurgiste 
Société Minerais et Metaux, Paris 
Jean Le Bailly, vice president, Intsel Metals Corp., New York City 
Robert J. Wirth, Inspector of Finance, Foreign Affairs Ministry, Paris. 


GERMANY, FEDERAL REPUBLIC O} 


Representative: Joachim Hoppe, Ministry of Economics, Bonn 
Alternate: Josef Reufels, Permanent Mission of the Federal Republic of Germany 
to MSA, Washington D. C. 





1524 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


JAPAN 
Representative : 

Ryuji Takeuchi, Japanese Government representative, Japanese Government 
Overseas Agency, Washington, D. C. 

Zenei Imai, Japanese Government representative, Japanese Government 
Overseas Agency, Washington, D. C. 

Keiichi Matsumura, assistant representative, Japanese Government Over- 
seas Agency, Washington, D. C. 

Kiyohiko Tsurumi, Secretary of the Economic Stabilization Board, Japanese 
Government Overseas Agency, Washington, D. C. 


PORTUGAL 


Representative: Antonio de Lucena, second secretary, Embassy of Portugal, 
Washington, D. C. 

Alternate: Joio Guimaraes dos Santos, mining engineer, Government of Portugal, 
Lisbon 


SPAIN 


Representative: Juan Lizaur, mining engineer, Government of Spain, Madrid 
Alternates: 
José Aragonés, commercial attaché, Embassy of Spain, Washington, D. C. 
Cayetano L. Chicheri, commercial attaché, Embassy of Spain, Washington, 
D. C. 


SWEDEN 


Representative: Olof Drakenberg, managing director, A. B. Ferrolegeringar, 
Swedish Ferro-Alloys, Inc., Stockholm 
Alternates: 
Hubert de Besche, economic counselor, Embassy of Sweden, Washington, D. C. 
Lennart Masreliez, commercial attaché, Embassy of Sweden, Washington, 
D. C. 
C. H. von Platen, first secretary, Embassy of Sweden, Washington, D. C. 


UNITED KINGDOM 


Representative: W. E. Taylor, counselor, British Embassy, Washington, D. C. 
Alternates: 
John Alexander Goddard, principal, Ministry of Materials, Raw Materials 
Section, British Embassy, Washington, D. C. 
S. J. Gross, principal, Ministry of Materials, Raw Materials Section, British 
Embassy, Washington, D. C. 
G. E. M. MeDougall, counselor, British Embassy, Washington, D. C. 
Adviser: J. F. Sewell, adviser on alloyed steels, British Embassy, Washington, 
D. C. 
UNITED STATES 


Representative: Robert H. Ridgway, Chief of Ferrous Metals and Alloys Branch, 
Department of the Interior, Washington, D. C. 
Advisers: 
Robert W. Bridgman, Metals and Minerals Staff, Office of International 
Materials, Policy, Department of State, Washington, D. C. 
R. W. Geehan, Ferrous Metals and Alloys Branch, Bureau of Mines, Depart- 
ment of the Interior, Washington, D. C. 
Herbert H. Liebhafsky, economist, Metals and Minerals Staff, Office of Inter- 
national Materials Policy, Department of State, Washington, D. C. 
Benoni Lockwood, Jr., Acting Chief, Nonferrous Metals Branch, Industrial 
Commodities Division, Mutual Security Agency, Washington, D. C. 
John D. Morgan, Jr., special assistant to the Deputy Administrator, Defense 
Production Administration, Washington, D. C. 
Thomas P. Thayer, Mineral Deposits Branch, United States Geological Sur 
vey, Department of the Interior, Washington, D. C. 
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ACTING SECRETARY OF COMMITTEE 
J. Hubert Penson, Under Secretary, Foreign Office, London. 
WOOL COMMITTEE 
Chairman: René Blum (Belgium) 
Vice Chairman: Richard H. Roberts (United States) 
Acting Secretary of Committee: René Larre. 
ARGENTINA 


Acting representative: Eduardo Biritos Guevara, economic counselor, Embassy 
of the Argentine Republic, Washington, D. C. 


AUSTRALIA 


Representative: J. G. Crawford, Secretary, Department of Commerce and Agri- 
culture, Canberra 
Alternates : 
Rupert R. Ellen, commercial counselor, Embassy of Austraila, Washington, 


mw. G, 

A. C. B. Maiden, commercial attaché, Embassy of Australia, Washington, 
D. C. 

Albert L. Senger, chief economist, Australian Wool Realization Commission, 
Melbourne 


J. T. Smith, senior marketing officer, Department of Commerce and Agricul- 
ture, Canberra 
BELGIUM (FOR BENELUX) 
Representative : 
Maurice Heyne, Minister Plenipotentiary, commercial counselor, Embassy of 
Belgium, Washington, D. C., 
or 
jean Etienne, chief of materials section, Department of Foreign Affairs and 
External Trade, Brussels 
Alternates : 
René Blum, chargé de mission, Belgian Mission for Economic Cooperation, 
Washington, D. C. 
aul W. Jalink, attaché, Embassy of the Netherlands, Washington, D. C. 
Léandre Maréchal, commercial attaché, Embassy of Belgium, Washington, 
BA. 
J. Teppema, commercial secretary, Embassy of the Netherlands, Washing- 
ton, D.C, 
FRANCE 


Representative: Jean-Pierre Lévy, director, Industries Diverses and Textiles, 
Ministry of Industry and Commerce, Paris. 
Alternates : 
EKugéne Demont, technical counselor, Embassy of the French Republic, 
Republic, Washington, D. C. 
Robert J. Wirth, Inspector of Finance, Foreign Affairs Ministry, Paris. 
Advisers: 
Ferdinand David, Assistant Director of Group for Wool Importation, 
Embassy of the French Republic, Washington, D. C. 
Leon Laroy, manager, French Groupement for Wool Importation, Paris. 
Albert Maes, expert, Wool Group, Paris. 


FEDERAL REPUBLIC OF GERMANY 


Representative: Nicolaus H. Schilling, chargé de mission, Ministry for Economic 
Affairs, Bonn. 
Alternates : 
Rolf May, Permanent Mission of the Federal Republic of Germany to MSA, 
Washington, D. C. 
Clemens Schiiller, representative, Ministry of Economics, Bonn. 
Alexander von Imhoff, Federal Ministry of Economics, Frankfurt. 
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ITALY 
Representative : 
Paolo N. Rogers, Deputy Chief, Italian Technical Delegation, Washington 
>. 6% 
or 
Renato Lombardi, president, Associazione dell’ Industria Laniera Italiana, 
Rome. 
Alternates : 
Clemente B. Colonna, Italian Technical Delegation, Washington, D. C. 
Roberto Dodi, consultant, Associazione dell’ Industria Laniera Italiana, 
Rome. 
Eduardo Solofrano, Chief of Foreign Relations, Wool Manufacturers Asso- 
ciation, Vittorio Veneto. 


r 


NEW ZEALAND 


Representative: D. W. Woodward, commercial counselor, Embassy of New Zea- 
land, Washington, D.C. 
Alternate: S. T. Murphy, commercial attach¢, Embassy of New Zealand, Wash 
ington, D. C. 
UNION OF SOUTH AFRICA 


Representative: C. H. Neveling, secretary, Department of Agriculture, Protoria. 
Alternates: 
Rees Davies, agricultural attaché, Embassy of the Union of South Africa, 
Washington, D. C, 
S. P. de Villiers, commercial secretary, Embassy of the Union of South Africa, 
Washington, D. C. 
Claude can der Merwe, chairman, Marketing Council of the Union of South 
Africa, kmbassy of the Union of South Africa, Washington, D. C, 


UNITED KINGDOM 


Representative: Miss N. K. Fisher, assistant secretary, Raw Materials Section, 
British Embassy, Washington, D. C. 
Alternates : 
G. E. M. McDougall, counselor, British Embassy, Washington, D. C, 
Ss. D. Wilks, principal, Raw Materials Section, British Embassy, Washing- 
ton, D. C. 
UNITED STATES 


Representative: Elmer F. Kruse, Assistant Administrator for Commodity Opera- 
tions, Production and Marketing Administration, Department of Agriculture, 
Washington, D. C. 

Advisers: 

George H. Alexander, Agricultural Products Staff, Office of International 
Materials Policy, Department of State, Washington, D. C, 

Russell L. Burrus, Production and Marketing Administration, Department 
of Agriculture, Washington, D. C. 

Benjamin Caplan, staff member, Council of Economic Advisers, Executive 
Office of the President, Washington, D. C. 

(reorge B. Coate, Assistant Chief, Cotton, Wool and Fibers Branch, Mutual 
Security Agency, Washington, D. C. 

Floyd E. Davis, Chief, Livestock and Wool Division, Office of Foreign Agri- 
cultural Relations, Department of Agriculture, Washington, D. C. 

Stanley Drake, Chief, Production Materials Section, Wool Branch, National 
Production Authority, Washington, D. C. 

Albert M. Hermie, Bureau of Agricultural Economics, Department of Agri- 
culture, Washington, D. C. 

Lawrence E. Kindt, Office of Materials Resources, Munitions Board, Depart- 
ment of Defense, Washington, D. C. 

Erwin GO. Kruegel, Head, Textile Manufacturing Section, Office of Quarter- 
master General, Department of the Army, Washington, D. C. 

Francis A. Linville, Acting Chief, Agricultural Products Staff Office of In- 
ternational Materials Policy, Department of State, Washington, D. C. 
Rene Lutz, Foreign Requirements and Claimancy, Office of International 

Trade, Department of Commerce, Washington, D. C. 
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Frank M. Owens, Chief, Wool Section, National Production Authority. Wash 
ington, D. C. 

Arthur G. Peterson, Chief, Textile, Forest and Agricultural Products Branch, 
Office of Materials Resources, Munitions Board, Washington, D. C. 

Eugene T. Ransom, Office of Foreign Agricultural Relations, Department of 
Agriculture, Washington, ID. C. 

Richard H. Roberts, Deputy Director, Office of Requirements and Allocations, 
Production and Marketing Administration, Department of Agriculture, 
Washington, D. C. 

William Stewart, Economic Stabilization Administration, Washington, D. C 


URUGUAY 


Representative: Washington P. Bermfidez, commercial counselor, Embassy of 
Uruguay, Washington, D. © 

Alternate: Alfredo L. Weiss, Director of Agricultural Economics and Statistics 
Ministry of Livestock and Agriculture, Montevideo 


SECRETARY OF COM MITTEF 
René Larre, Inspector of Finance, Finance Ministry, Paris. 


The CuatmoMan. That concludes the hearing for today. The com- 
mittee will stand in recess, subject to call of the Chair. 

(Whereupon at 1:10 p. m., the committee recessed, subject to call 
of the Chair.) 


(The following statements were received for the record :) 


STATEMENT OF GEORGE W. MALONE A UNITED STATES SENATOR FROM THE STATI 
OF NEVADA 


The constant reiteration by Government (DPA and IMC) officials as to the 
“temporary” nature of the International Materials Conference and the limitation 
of its powers to “recommendations to governments” are to me intended to lull 
uS all into a sense of false security. 

During testimony before your committee Mr. Fleischman several times implied 
that the IMC is of a “temporary” nature and he finally stated (n. 2250 of the 
transcript of the hearing) that “* * * the State Department itself is on 
record to the effect that this is an emergency organization,” In contradiction 
to this statement we have the State Department press release No. 213, dated 
March 16, 1951, which states, in part “the permanent central group will held its 
jirst meeting in the near future.” 


DEPARTMENT OF STATE, 
March 16, 1951. 
No. 213 
“For release at 7:30 p. m., e. s. t., Saturday, March 17,1951. Not to be previously 
published, quoted from, or used in any way 

“The Governments of the United States, the United Kingdom, and France 
announced today the expansion of the central group of the International Materials 
Conference. The expanded central group will include, in addition to the United 
“tates, United Kingdom, and France, the Governments of Australia, Brazil, 
Canada, India, and Italy and representatives from the Organization for European 
Economic Cooperation and the Organization of American States. The permanent 
central group will hold its first meeting in the near future. 

“Previous announcements by the three governments which initiated the estab 
lishment of international commodity committees, now meeting in Washington, 
Ld, C., pointed out that the central group formed by them was temporary and that 
there would be consultations with governments and appropriate organizations 
concerning the future composition of a permanent group to initiate and facilitate 
the work of committees on individual commodities. The acceptance by the new 
members of invitations to participate now makes it possible for the temporary 
froup to turn over its functions to the enlarged body. 


ns 


2 Acting secretary. 
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“In its enlarged form the central group will consist of eight of the largest pro- 
ducing and consuming countries of the world as well as two organizations 
representing states on a regional basis in the Americas and Europe. The five 
new countries represented are nations in the South Pacific area, Latin America, 
North America, Asia, and Europe, respectively.” 

I feel that the IMC is just another attempt on the part of the State Department, 
as I have stated on the floor of the Senate, to create a substitute for the Inter- 
national Trade Organization originally proposed by the State Department as 
the third and final part of their three-part free-trade program originally sug- 
gested to level this country’s economic system with the nations of the world. 
The latest plan is to accomplish the same purpose as an encouragement to foreign 
nations, to the end that there may be a general leveling of living standards 
throughout the world. This is the thing they have planned and the IMC is 
their latest means of implementing it. 

The three-part free-trade program was— 

First: The so-called reciprocal trade plan (at the same time agreement 
was secured by article VII of the mutual aid agreements that the freeing 
of trade would be a major objective). 

“ARTICLE VIL: In the final determination of the benefits to be provided to the 
United States of America by the Government of the United Kingdom in return 
for aid furnished under the Act of Congress of March 11, 1941, the terms and 
conditions thereof shall be such as not to burden commerce between the two 
countries, but to promote mutually advantageous economic relations between 
them and the betterment of world-wide economic relations. To that end they 
shall include provision for agreed action by the United States of America and 
the United Kingdom, open to participation by all other countries of like mind, 
directed to the expansion, by appropriate international and domestic measures, 
of production, employment, and the exchange and consumption of goods, which 
are the material foundations of the liberty and welfare of all peoples; to the 
elimination of all forms of discriminatory treatment in international commerce, 
and to the reduction of tariffs and other trade barriers; and in general to the 
attainments of all the economic objectives set forth in the Joint Declaration made 
on August 12, 1941, by the President of the United States of America and the 
Prime Minister of the United Kingdom. 

“At an early convenient date conversations shall be begun between the two 
Governments with a view to determining, in the light of governing economic 
conditions, the best means of attaining the above-stated objectives by their own 
agreed action and of seeking the agreed action of other like-minded Gov- 
ernments.” 

Second: The Marshall plan-ECA-point 4, or whatever system might cur- 
rently be utilized to divide the wealth and 

Third: The International Trade Organization. 

In 1950 we forced Secretary of State Acheson to abandon the International 
Trade Organization. Now he has come up with the International Materials 
Committee to do the job, while continuing the free trade and cash gifts to the 
foreign countries. 

THE SO-CALLED BIPARTISAN POLICY 


This 19-year-old program which includes the four horsemen of destruction of 
the United States of America was continually furthered by the so-called bipar- 
tisan policy and included, first, free trade; second, deficit financing; third, pro- 
gressive taxation-income tax ; fourth, progressive education. 

There has been only one change. The International Materials Committee has 
been substituted for the International Trade Organization, which we finally con- 
vinced the State Department it could not pass on the Senate floor. 

As to the “limitations” on the powers or scope of this Conference being con- 
fined to “recommendations to Governments”—I find one Commodity Committee 
emphasized the importance of full control of exports and imports during the 
present emergency; allocations of materials to friendly nations and allocations 
of materials to other than friendly nations; recommendations covering methods 
of increasing production—methods of conservation—use of substitutes—methods 
for economical and efficient utilization—utilization of waste products; sugges- 
tions on change in design of manufactured products; and an elaborate study 
underway for end-use controls either through direct controls of end-use or 
through general controls such as import, export, foreign exchange and credit and 
investment restrictions. 
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In addition, while the subject is always dealt with in a most evasive fashion, 
there is no hesitancy on the part of the IMC in making it clear that there will be 
new Commodity Committees set up under the IMC to make allocations and re- 
commendations of commodities other than those on which publicity has been 
given to date. 

Under the three-part free-trade program of which the IMC substituted for the 
ITO as the third part—the United States is being set up as the dumping ground 
for the unemployment of the Nations of the World. 


Sr. JosepH Leap Co., 
Vew York 17, N. Y., March 20, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Banking and Currency Committee, 
Washington, 25, D. C. 

My Dear SENATOR Maysank: The functions and operations of the Interna- 
tional Materials Conference relate to the revision of the Defense Production Act 
of 1951, which is now before your committee. 

In a desire to be helpful, I am attaching a recent statement of our vice presi- 
dent, Mr. Wormser, describing the experience of the lead miner under Government 
controls, and calling attention to the fact that the International Materials Con- 
ference has occupied a position unauthorized by law, but which has a great 
bearing on the use of the nonferrous metals in the United States. The pertinent 
sections have been marked. There is also enclosed an extract from his address 
in Canada, showing the connection between the International Materials Confer- 
ence and the proposed plan for international commodity agreements of the United 
Nations. 

The St. Joseph Lead Co. shares the apprehension of Senator Ferguson and 
other Members of the Senate on the adverse effects of international controls on 
our national economy. 

We earnestly hope that your committee will give careful consideration to the 
International Materials Conference and similar developments, with the view 
to decontrol international Commodities, such as lead, zinc and wool, as well as 
to eliminate the dangerous implications of international governmental cartels and 
monopolies. 

Respectfully submitted. 

ANDREW FLETCHER, President. 


[Congressional Record, proceedings and debates of the 82d Cong., 2d sess. | 
THE LEAD MINER UNDER GOVERNMENT CONTROLS 


Extension of remarks of Hon. John T. Wood, of Idaho, in the House of Repre- 
sentatives, Thursday, February 7, 1952 


Mr? WOOD of Idaho. Mr. Speaker, under leave to extend my remarks, I am 
including an address delivered before the Colorado Mining Association, Denver, 
Colo., February 1, 1952, by. Mr. Felix Wormser, vice president of the St. Joseph 
Lead Co. 

Mr. Wormser has one of the keenest minds in the mining industry, and his 
remarks deserve the careful attention of the Congress and the producers and 
consumers of lead and zinc. 

(The address follows :) 


THe LEAD MINER UNDER GOVERNMENT CONTROLS 
(By Felix Edgar Wormser) 


When the Defense Production Act of 1950 was amended in 1951 and passed, 
those of you who have been advocating Government aid to mining must have 
rubbed your eyes in amazement at the scope of the law, You had achieved com- 
plete victory, Here was potential aid almost beyond expectation, Loans, sub- 
sidies, price floors, military stockpile purchases, exploration payments. What 
else was there to ask for? Tax relief to mining? Even that was granted by 
Congress to some degree for the first time in history. Hence, for the year 1951, 
we have had a test of Government machinery in operation in the mining indus- 
tries, involving controls completely superseding the free market. I expressed 
the hope a year ago, when I appeared here, that the administration of the 
act would help you, and that it would give you what you wanted, after many 
years of struggle for subsidy legislation. 
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Do the results please you? It is my belief, based solely on the record, that 
the small miners, in fact, the entire mining industry—yes, the public itself, would 
have been better served without Government price control of lead and zinc, the 
two metals in which I am chiefly interested, and that a free market would have 
shown greater benefit to all. If [ am correct in my conclusion, then the speedier 
we return to a free market and terminate price control for lead and zinc, the 
better for all of us. Before I begin my analysis, may I say that we, in the 
mining industries, have been singularly fortunate in the high caliber of the men 
who have served, and are still serving, the Government in the administration 
of the Defense Act controls. I am sure that they have done their level best. 
My comments are directed at the underlying policies they have had to apply. 


WHAT HAPPENED IN LEAD 


Now let’s examine what actually happened in lead during a full year of price 
control. I think you will quickly grasp the difficulty, indeed the futility, as the 
story unfolds, of trying to control the price of a world commodity like lead, under 
present conditions, and how policies established with the best of intention, no 
doubt, are easily undermined by other countries having different views and 
working, quite understandably, toward their own best interest. 

At the beginning of 1951 the Government froze the price of lead at 17 cents per 
pound New York, a price which was, unfortunately, below the price which buyers 
of lead in Europe were willing to pay. The British Ministry of Materials, which 
purchases lead for internal consumption, a short time later established a price 
of 21 cents per pound, or 4 cents above our ceiling. Still higher prices were paid 
on the Continent—23 cents or more. The uniformly higher priees ruling abroad 
naturally diverted metal from Mexico that had normally been imported into the 
United States to foreign customers. Indeed, Mexican and other producers were 
permitted to sell, and able to procure, right from the start of 1951, 1814 cents for 
their metal in the United States, but we miners were forbidden to sell our lead 
at that price. One would have thought our lead was inferior in quality. As time 
went on, the disparity between the ceiling of 17 cents and the foreign price grew 
wider and wider. Foreign lead was freely sold at 25 and 26 cents per pound in 
large volume abroad, but there was no change in the domestic ceiling. 

Government regulations did, however, permit domestic manufacturers to buy 
lead at any price they desired to pay. Some of them bought Mexican, Australian, 
Peruvian, and other lead at higher than our ceiling prices—prices that varied 
from 21 cents to 25 cents per pound. Of course, most domestic manufacturers 
were caught by ceilings on their own manufactured products, which limited or 
prevented them from passing on the increased cost of foreign lead. They had to 
absorb it. 

Congress was becoming increasingly critical of this marked discrimination 
against the American lead miner. The situation was as if, under the provisions 
of the Defense Production Act, someone in authority had said: “Mine all the 
metal you can, but you will be punished if you sell it at higher than 17 cents per 
pound. However, it will be perfectly all right for your Mexican, Australian, and 
other competitors to sell their metal here at any price they can get in the United 
States, and you cannot export your metal, either.” 

At any rate, on October 2, 1951, a regulation of the Government partly termi 
nated this rank discrimination against the American lead miner, by forbidding 
cohsumers to buy any foreign lead at higher than the domestic ceiling price. 
Simultaneously, Washington advanced the ceiling to 19 cents per pound, where it 
stands today. This narrowed the spread between the foreign and domestic 
markets but did not eliminate it, nor did it help our customers, the lead-consum- 
ing industry, because the necessary imports from foreign lead producers still 
continued to be diverted from the United States for sale abroad at higher than 
ceiling prices. 

REASON FOR LEAD SHORTAGE 


Just to give you an indication of the extent to which this trend operated, the 
imports of lead in all forms into the United States in 1950 were about 550,000 
tons ; in 1951 they dropped in half, to 275,000 tons. This is the reason for the lead 
shortage you have been hearing so much about. In a free market there would 
have been no shortage. The price might have risen for a short time here, until 
international supply and demand became in line again. Then it would have 
declined or fluctuated. Lead imports into the United States are the balance wheel 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1531 


between a satisfactory supply and an unsatisfactory one—a shortage. Our 
domestic mine production, as you know, is around 400,000 tons, and even if pro 
duction has been greatly increased, it could never have made up the drop in 
imports amounting to 275,000 tons. 

Now, what was the reason for this policy on the part of the Government? 
Certainly it was not to insure the Government receiving an adequate supply of 
lead for defense purposes, because, as you know, the direct military requirements 
of lead are small. It is the regular civilian uses of lead which loom large in an) 
defense effort, and they do not have to be earmarked for defense. No, it must 
have been to control inflation—to hold the line—but if we are sincerely interested 
in controlling inflation (and sometimes I have my doubts as to whether we want to 
have deflation), price control is a thoroughly discredited device for accomplishing 
this. Fiscal and credit controls are the effective Government instrumentalities 
needed to control inflation. 

Lead enters into our everyday cost of living only to un insignificant degree 
How often do you buy anything made of lead?’ Probably when you buy a home, 
which is rarely, When you paint it, which in infrequent, or when you buy a battery 
for your car, Which is every 2 vears or so. The saving in the daily cost of living 
by maintaining the ceiling price of lead a few cents below the world market and 
creating a shortage, was much less than the cost to us all of operating motorcars 
on lower octane gasoline than would otherwise have been available, or using 
lower lead content paints, or substitutes for lead plumbing. 


IS IT PRICE CONTROL OR PROFIT CONTROI 


Perhaps another impelling motive in keeping the price of the nonferrous 
metals down was the fact that the larger and successful mining coroporations 
would make too much money. If so, we come back to profit control, the great 
target of the Socialist thinker who would like to take profits out of our economy 
altogether, and have everybody work just for the love of it—or for the Govern 
ment. As the Committee for Economic Development has so well stated re- 
cently :’ “Profit standards have no function in a well-designed system of price 
control, for the main objective is to control prices, not the incomes earned in 
particular industries, or by particular parts of the economy.” - One would think 
that, with the Government now reaping a major share of corporate profits, and 
desperately needing all the revenue it can get, there would be an interest in 
seeing that profits become as high as possible. Competition has a way of leveling 
profits and protecting the public, especially in international trade. Also, we have 
an excess-profits tax. 

If you were to ask me by what formula, or possible incantation, the Govern 
ment arrives at a price of 17 cents, or a price of 19 cents under its planning, as 
a proper one, I would have to reply “I don’t know.” Nor do I think this secret 
has ever been revealed. It is a thankless, indeed, impossible task for anyone, 
for once the die is cast and the price set, repercussions inexorably follow. The 
ceiling has its effect both on production and consumption, and the international 
movements of the metal. In lead. it was so low it failed to stimulate domestic 
production. On the other hand, the ceiling price was low enough both to stim 
ulate domestic consumption and to decrease our imports to such an extent that 
we heard nothing but a cry of shortage throughout the year—a cry which reached 
such a high pitch that, at the year-end, the Government decided to release 30,000 
tons of lead from the military stockpile as the only source of prompt relief. Of 
course, the Government could have purchased lead from foreign mining com- 
panies at higher than ceiling prices and resold it here at a loss at the ceiling 
But this would have meant subsidizing foreign producers and not domestic 
miners, obviously a discriminatory and undesirable policy It illustrates the 
difficult and vexing problem of price control of an international commodity like 
lead. 


ONE CONTROL ALWAYS SPAWNS ANOTHER 


Another most regrettable consequence following from the establishment of at 
unrealistic ceiling price on lead, and the resultant Government-made shortage, 
was the unleashing of a new control, the inevitable result in a planned economy, 
for one control always spawns another. The Government instituted measures to 
curb the use of lead and invite substitution. I cannot too strongly deplore this 
unnecessary step, for it involves an impairment and possible destruction of the 
——— 

1 December 1951. 
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miners’ commercial, and highly competitive, lead markets, markets that have been 
carefully built up over years. The amount of lead to be permitted in certain Gov- 
ernment paint specifications, the type and quantity of certain storage batteries, 
have already been the subject of restriction. No doubt others are to come. This 
approach puts the cart before the horse and is another reason why I feel that we 
must ask Congress to exempt lead from price control and return to a free market. 

Lead consumption in the United States is well over 1,000,000 tons per year and 
ean grow still larger. There are three ways in which the lead for our commerce 
is procurable: (1) Virgin lead from domestic mines; (2) imports of foreign lead 
in all forms; and (3) reclamation of domestic scrap lead. They are all usually 
fairly equal in volume, but as I have explained before, in 1951 by virtue of price 
control the necessary imports were cut in half, seriously disturbing the balance 
between available supply and consumption, and creating a shortage. The public 
generally has overlooked the fact that the metal shortages they have been reading 
about are simply the result of Government price fixing. Decontrol lead and the 
shortage would disappear promptly, doing away with the need of allocations. 


INTERNATIONAL MATERIALS CONFERENCE 


And now I want to spend a few minutes to acquaint you with a comparatively 
new global development in the metals that has not received much public notice, 
but which, if it indicates a trend, is something we should watch closely. It is the 
creation and operation of a new intergovernmental—or, should I say supergov- 
ernmental, agency known as the International Materials Conference. This is an 
organization which, insofar as information is available, was prompted by the 
Socialist Government of Great Britain 2 years ago under Mr. Attlee, to plead for 
an increasing share of the world’s raw materials. Why this should be necessary 
in the case of lead, or zinc, is beyond me, inasmuch as the Ministry of Materials 
has consistently kept its buying prices well above those of our own ceilings and, 
therefore, has been able to procure all the lead it needéd from Canada, Australia, 
Mexico, and other foreign sources, without need of any international conference. 


ENTITLEMENT FOR CONSUMPTION 


The Conference has headquarters in Washington under the auspices of the 
State Department and includes representatives of most of the governments out- 
side the Russian orbit. The IMC functions through committees, each one 
specializing in one or more metals. They have acted in both copper and zinc 
by recommending certain world-wide allocations. Lead is under study, but no 
recommendations have been made. The IMC has introduced a new conception 
in economic literature such as the unique expression, “entitlement for consump- 
tion.” Think that one over for a moment. It means that countries like our 
own, With exportable surpluses of certain commodities, are given quotas of con- 
sumption to which they are expected to adhere. For example, although we are 
the most important sulfur and molybdenum producers in the world, we are told 
how much sulfur and molybdenum we should use. At the same time it is note- 
worthy that tin and natural rubber, which we do not produce in this country, 
are not included in the scope of the Conference. I have not been able to under- 
stand why this entitlement of consumption does not extend to foodstuffs. VPer- 
haps it does. Why should we not be given a quota on how much food we raise 
we can retain, and how much textiles we may keep to clothe ourselves? 


A SUPERCARTEL 


What I am trying to imply is that tne International Materials Conference 
movement has a direct bearing on our standard of living, for, if carried on for a 
number of years, it will obviously tend to lower our standard, while increasing 
that of other countries. Our own Government has traditionally been opposed to 
monopolies and cartels, but here, already functioning is a supercartel, and if 
you think it confines itself only to an exchange of observations, crystallized in 
the form of recommended international allocations, you will be disillusioned 
when you learn that it actually tries to fix some prices, as it has done, in estab- 
lished maximum and minimum prices for tungsten. 

Although you may feel, perhaps, that the International Materials Conference 
is primarily concerned with the proper allocation of the available supply of the 
world’s minerals, upon examination it apparently intends to spread far afield, 
economically speaking. Listen to this official statement of the Conference which 
reads: “Although most of the committees have not dealt with problems of 
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prices, it is likely that the consideration of methods of increasing production 
and distributing of available supplies will require that they give attention to 
such problems.” (Information Bulletin No. 29, Friday, November 29, 1951.) 

And if you think that is all that the IMC is planning to do, you will be further 
disillusioned. Another egg is to be hatched. A statement released a short time 
ago on copper and zine reads as follows: “So that the current supplies of copper 
and zine may be used to the best advantage, the committee has recommended 
that countries adopt measures to eliminate unessential consumption and to en- 
courage substitution by materials not in short supply.” So here we have a super- 
duper intergovernmental curb, with little sanction in law so far as I can find 
out, but, like the nose of the camel under the tent, is entering the metal picture 
gradually, first through international allocation, then proposing international 
attention to increasing production and distribution, and finally international 
eonservation, 


A SOCIALIST-SPONSORED MOVI 


Strip the movement of its high-sounding phrases and it reveals an effort to 
circumscribe our standard of living. This is not a drive against inflation, as we 
were led to believe when the ceiling price of lead was set. This is not an effort 
to make certain that the United States and the rest of the world receive enough 
metals for defense. This movement is definitely tied into civilian economies. 
This is a Socialist-sponsored move that has received high praise abroad, and will 
take over completely the functions of a free market—if we permit it—which has 
heretofore determined who gets what and how much. 

By what authority in law does the IMC operate? How are its decisions deter- 
mined? Who decides the selection of some commodities and the exclusion of 
others? Does each country have one vote? What experience have accredited 
representatives had in their respective specialties? Other questions come to mind 
which should be clearly answered for the information of the American people, if 
we are to have an austerity program established by international understanding. 

From all I have said, you can see that we, in an important natural-resource 
industry, are now deeply enmeshed ina jungle of Government controls, nationally 
and internationally. Fortunately, there is such a tremendous demand for our 
product, stimulated by world-wide defense requirements and the revival of 
Purope, that prices are relatively high and there is a natural disposition to accept 
the condition without too much complaining, for almost everyone in mining has 
had profitable years lately. 

In the long run, however, in endeavoring to control world commodities, our 
Government is trying to do something beyond its power. No matter how worthy 
the motive, its effort will only create more problems and a greater and unnecessary 
bureaucracy. I agree with Senator O'Mahoney who, in speaking about wool 
recently, contended that the OPS should not control United States wool prices 
heeause it cannot fix foreign wool prices. He is reported to have stated, “Both 
the supply and price of this international commodity are dependent upon factors 
in the world market that are beyond our control.” O’Mahoney might just as 
well have substituted the word “lead” for wool, for the principle is applicable to 
hoth. I hope that if he feels as strongly about the subject as I do, he and his many 
western colleagues in the Senate will introduce an amendment to the Defense 
Stabilization Act of 1952, which will not only remove wool prices from Govern- 
ment control, but also lead and zine. 


SMALL MINER AT DISADVANTAGE 


The small miner in Colorado and elsewhere is at a considerable disadvantage 
in knowing what goes on in Washington. To be sure, Congress recognized the 
desirability of having all branches of the mining industry, large and small, 
represented in Washington in the defense effort, through advisory committees, 
but I find these committees have one serious drawback, namely, that only those 
who are fortunate to be actually present and to hear and learn what is discussed, 
will derive any benefit. They are in the inside, so to speak. Subsequent releases 
made by the Government of advisory committee meetings are generally so cursory 
und condensed, if made at all, that they do not give detailed information and 
the discussion that would be of help to the small miner. One way out would 
be to permit trade association officials to be present, and I have the impression 
Congress included a stipulation to that effect in the Defense Production Act. 
For some reason or other, this step has not been carried out. If a trade associa- 
tion secretary were present, he, being in a neutral position, would have a chance 
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to advise any interested small mining company of the nature of the problems 
discussed, the varying points of view, and the action recommended. Perhaps 
this criticism is no longer important in that advisory committee meetings are 
infrequent anyway. 


GOVERNMENT POLICIES CONFUSING 





g, 
the one hand, the Government sets up a pricing system which cuts imports of 
lead some 275,000 tons, and on the other hand it professes a desire to set up a 
subsidy system to increase domestic production—now around 400,000 tons per 
year. It would take years to find the ore needed to make up the deficiency in 
imports, through increased mining operations, and the capital risk is hardly 
justified. Even assuming a subsidy plan is perfected to increase mine produc- 
tion, say, 10 percent, or 40,000 tons per year, not an easy assignment, what is 
that for an economy requiring 1,000,000 to 1,200,000 tons’ 1 think you may be 
surprised to discover that a subsidy system which supplies a premium of, say, 5 
cents per pound for all lead production over a base period is equivalent to an 
increase of only % cent per pound in a free market for a 10-percent rise in 
production, 

The Government has not vet announced what kind of a subsidy system it will 
devise under the Defense Production Act, although it is known to be working 
on one. The reason for subsidies now given is to increase production in the 
fight against inflation, not defense requirements. There are much sounder meth 
ods of overcoming inflation, that is, through credit controls and taxes. One of 
the domestic copper Companies was recently granted a “subsidy” by the Govern- 
ment of 5 cents per pound of all copper produced to keep going. Nowhere in the 
press reports did I see any reference to the fact that this seemingly generous 
act on the part of the Government was actually not a subsidy, because, in a free 
market, if permitted to dispose of its copper abroad, copper mining companies 
could do much better than the ceiling price of 24144 cents, plus a 5-cent “subsidy.” 
They could sell it for 45 cents or more. 
these circumstances. 


The conflict in Government policies, or planning, is extremely confusing. On 


Subsidy is a wrong designation under 


FREE MARKET VERSUS CONTROLS 
Against the concentration of attention to subsidies and other expedients to 
assist mining in the emergency, think for a moment what would have happened 
to the domestic lead miners had a free market prevailed. While the lead pro 
ducers were receiving an average ceiling price in 1951 of 1714 cents per pound 
New York, Mexican, Australian, Peruvian and other competitive producing 
countries were able to operate in a free market. I estimate they received the 
equivalent of at least 5 cents per pound more than American mines. In other 
words, the domestic lead mining industry as a whole could have procured 
approximately $40,000,000 more under a free market than it did under controls. 
The result is still more striking for zinc, as the difference in the domestic ceiling 
and the foreign market was greater in zine than in lead. 

The Government has deprived you of one of your most precious freedoms, the 
right of a free market, or to do with the fruits of your labor what you wish. This 
is the fifth freedom. The four freedoms, freedom of want, freedom of fear, free 
dom of religion, and freedom of speech can be found in a penitentiary. The fifth 
is equally, if not more, crucial. You have now had a taste of controls just about 
in full bloom. How much better off the public and the lead miners would have 
been without price control, and under a free market, I have tried to indicate. 
If you agree, then isn’t it time to end the blank check given the Government 
under the Defense Production Act, limiting controls to priorities for whatever 
the rearmament program requires? 


CONTROLS 





CAUSING UNEMPLOYMENT 
The tragedy of the present situation is that men are becoming unemployed 
because their employer cannot, under present national and international con- 
trols, go out in the open market, even if he does not interfere with supplies 
for the defense effort, and, depending solely upon his own resources, purchase the 
copper and other metals which he needs to keep in operation. Furthermore. 
during the current defense emergency, there is a reluctance on the part of the 
(Government to touch the huge stockpiles of metals it has already accumulated. 
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Gen. Lucius Clay recently told the Mining and Metallurgical Society in New 
York that there was no need of a frenzied rush to rearm at the risk of bank- 
rupting our Nation and imitating the form of government compulsion char- 
acteristic of the communism we are ostensibly fighting. We must never forget 
that we who live in our beloved land have a heritage of priceless freedom given 
to us, Which we ought to pass on to those who follow us unimpaired. 

Let me close with a quotation from a great President, Thomas Jefferson : 

“Were we directed from Washington when to sow and when to reap, We should 
soon Want bread.” 


| Extract from an address, National and International Planning for Mini 


: ng. by Felix Edgar 
Wormser, vice president, St 


Pt . Joseph Lead Co., delivered in Toronto, Canada, Tuesday, 
March 11, 1952, before the Prospeectors and Deve lopers Association 


j 
THE INTERNATIONAL MATERIALS CONFERENCE 


One of the latest creations is the International Materials Conference, in which 
both our respective countries are represented. I don't 
Labor Government of Great Britain, or 
The existence of this conference group is not well known in my country, and 
perhaps not in yours. At any rate, it is a governmental agency similar to the 
International Trade Organization repudiated by the Congress, seeking to divide 
scarce metals and other materials among the nations of the free world. Please 
don't ask me which nations consider themselves free, and which are not. If the 
present trend continues, none of us will remain free. The dividing line is ap 
parently the iron curtain of the Communist countries. The International Mate- 
rials Conference would seem to be superfluous to European nations, inasmuch as 
the United States has tied its hands internationally, by fixing ceiling prices gen 
erally well below the world market—until recenthy—and so enabling foreign 
eountries to outbid the United States with impunity for all the copper, lead, and 
zine, and other metals they need (This accounts for shortages in the United 
States.) Our Mexican, Austrolian, Canadian, African, South American, and other 
friends have been able easily to obtain higher metal prices than miners in the 
States. They are to be congratulated for not following our example 


know who started it. the 
the State Department in Washington. 


For years 
to come they will henetit from the great stimulus which high metal prices have 
given their mineral economies 

The International Materials Conference functions through committees under 
the auspices of the United States State Department, which admits the IMC has 
ho statutory authority. It alleges that the IMC merely makes recommendations 
that may or may not be observed by cooperating countries. Dut IT note they have 
set up a means not only of checking the execution of their recommendations, but 
they have also provided for appeals from their recommendations. If the Con 
ference is such an informal agency, why the follow-up? 

Although, as I say, the International Materials Conterence alleges if is a purely 
voluntary consultative organization with no authority whatsoever, the instruc 
tions of the IMC to participating countries states: “The governments of partici 
pating countries will be responsible for seeing that their allocations are respected.” 
This is followed with detailed instructions for purchases in line with authoriza- 
tion from the IMC and control through export licenses. Voluntary? You be 
the judge. 

The Conference has coined a significant and ingenious new term that you must 
note particularly. I think it will go down in history. The term is “Entitlement 
for Consumption.” Isn't it descriptive? Can't you just picture the Conference 
committees at work, statistics in hand, arguing among themselves as to who 
receives what on a continental seale, without any hearings, or by your leave. 
The operations of the IMC have not seen much daylight. Even Congressmnen in 
the United States have never heard of it. One thing I learn, however, and that is, 
other countries consult and use the advice of businessmen experienced in inter 
national trade: the United States avoids this approach. There is no time to 
analyze the actual decisions of the IMC. India seems to have been a much favored 
country. For example, whereas India’s industrial activity has increased about 
10 percent over the last 12 months, its allocation and consumption of zine has 
increased some 70 percent. India is not rearming. If anything, India is leaning 
to the Communists and has denied us, to a considerable degree, the burlap we 
require in agriculture. 

If you agree with the principle of the IMC, you must necessarily agree 
with the principle that an international group, formally or informally, can, 
and should, determine your standard of living. The reason is obvious. Give 
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any international conference the power of cutting the cloth of consumption 
of say copper, wool and other essential materials, and you give it the power 
to decide your standard of living. Recently, the “recommendations” of the 
IMC, as implemented (there is another new designation of the planners) 
by the Defense Production agency in the States, were to cut down the avail- 
able amount of copper which the automobile manufacturers could use with- 
out running afoul of the regulations. Unemployment appeared and threatened 
to grow in Detroit. When this was exposed in the United States Senate, 
materials suddenly became available. 

The International Materials Conference is ambitious. Last November it 
announced that, “Although most of the Committees have not dealt with prob- 
lems of prices, it is likely that the consideration of methods of increasing 
production and distributing of available supplies will require that they give 
attention to such problems.” Presumably these further steps in the activi- 
ties of the IMC will continue to be informal. It will be illuminating to learn 
of the recommendations to be issued to increase production. I am _ willing 
to hazard the guess they will involve more Government intervention, and 
the same guess applies to any forthcoming recommendations for conservation 
in use. I'll wager they require Government coercion and little consultation 
with industry. 

Note, also, the reason given for this International Materials Conference is, 
and I quote: “The critical and serious problems of raw materials shortages 
were threatening to jeopardize defense production and the struggle against in- 
flation in the countries of the free world, and international consultation and 
action were clearly required.” Note how defense and inflation are lumped 
together. It is one thing to be concerned over the availability, for defense, 
of some metals and minerals that are only found in a few spots over the 
world, like Manganese, tin and chrome, but it is quite another to include the 
great international commodities such as wool, copper, lead and zine, paper 
pulp, ete., on the ground of a struggle against inflation. Why were food- 
stuffs and textiles omitted, if this is an anti-inflation move? As I have already 
implied, no European government has suffered for lack of a pound of copper, 
lead, or zine in its defense efforts, for the simple reason that they did not 
hamper themselves with price ceilings, or if they did have a ceiling, it was 
well above the ceiling in the States. They were able to buy much more than 
they really needed for defense. 

You may have read recently of the sale by the British of 30,000 tons of 
lead to the United States at the United States ceiling price of 19 cents per 
pound. This sale represents a loss of probably $2,000,000 to Great Britain, 
which may not be much the way nations figure these days, but it shows the 
ease with which countries that have resorted to bulk buying of their needed 
raw materials, and centralized planning, can suffer losses. As late as August 
1951, the Ministry of Supply was reported to have bought 10,000 tons of Mexi- 
can lead at 22 cents per pound for fourth quarter delivery, and 21°, cents 
per pound for first quarter delivery. Yet, here they are unloading 30,000 tons 
at 19 cents per pound New York. Consumption of lead was at an all-time 
high in Great Britain during 1951, with apparently little restriction in use, 
whereas in the United States consumers have been severly restricted. 

If the IMC is seriously concerned with a fight against inflation, it will have to 
concern itself with the internal, not the external, policies of countries that are 
cursed with inflation. Inflation is a domestic problem for each nation and oceurs 
when a nation lives beyond its means. Inflation is different in Canada than in 
France different in Belgium than it is in Great Britain. If nations are unwilling 
to make the internal adjustments necessary to bring their economies in balance 
they suffer, and they usually issue paper currencies that depreciate in value, to 
pay their debts. Why should the IMC inject itself into this complicated civilian 
picture? Why could it not have confined its operations to the acquisition, or 
perhaps assistance, in procuring some of the rare metals that all nations seriously 
interested in rearmament need? That would have been all that was required. 
I seem to be asking many questions tonight. 


THE UNITED NATIONS ECONOMIC STABILITY PROGRAM 


I wouldn’t devote so much of my discussion to the operations of the Interna 
tional Materials Conference, if it were not for another—and highly important— 
international development. I doubt very much if you have even heard about it. I 
refer to a recent report of the United Nations entitled, “Measures for Interna- 
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tional Economie Stability.” (November 1951.) In it five “experts” (that is the 
exact term used), appointed by the Secretary General, formulate and analyze 
“alternative practical ways of dealing with the problems of reducing the interna- 
tional impact of recessions.” When you read the report, you discover that the 
recession the experts fear is a sudden cutback in rearmament, and “* * * that 
in future the real dangers to the economic stability of the rest of the world lies 
in recessions originating in the United States * * *.” 
so much blame and so little gratitude. 

Well, one of the principal recommendations of the experts to reduce the inter- 
national impact of recessions is that “Governments should reconsider the case 
for a series of commodity arrangements designed to stabilize world commodity 
markets in the face of the temporary ups and downs of demand and supply.” 
There you have revealed in all its glory, international peacetime intervention to 
the mth degree. Specifically, what the international measures shall consist of is 
not detailed in the report. They are glossed over completely. How they shall be 
enforced internationally is also not described. What laws are to be passed, no 
one is advised. But you may be sure of one thing, any nation subscribing to 
such a grandiose super-cartel must provide, some place in the background, the 
strong arm of government compulsion through fine or imprisonment, Otherwise, 
the scheme is sure to break down. Stability, what crimes are to be committed in 
thy name. I won't hazard a guess as to whether or not my country will sub- 
scribe to the United Nations’ philosophy of international government cartels. 
If it does, then it will have to revise sharply its historic policy of open competition, 
domestic and foreign, a policy which has brought about such rapid and tremendous 
benefits to my countrymen, that it would be a tragedy of the first magnitude if 
it were to be discarded. Also, it will have to confess that those policies are 
sound nationally, but not internationally; that a double standard of morality 
is approved, one for the citizens and one for government. 

The experts in the United Nations report state that they do not believe any 
new international agency is necessary or practicable to administer a compre- 
hensive scheme for a range of different commodities. Why? You guessed it. 
Because, they state, such a body as the Interim Coordinating Committee for In- 
ternational Commodity Arrangements, or the International Materials Conference 
already exist and can be used for the purpose. In other words, the IMC, created 
for the emergency, is to flower into a permanent United Nations instrumentality 
for stabilization. Perhaps you have already noted elaborate and impressive 
names given these organizations. I think we would appreciate their significance 
better if they were given simpler and, I may say, more accurate designations, 
such as the “International Copper Trust,” or the “International Zine Trust,” for 
that is what they would become, with the important difference that they would be 
supertrusts cloaked, as they would be, with the mantle of Government coercion. 
And only recently, international efforts were made to break up the great prewar 
German and Japanese commercial trusts. These events are confusing and diffi- 
cult to reconcile. We must admit that the United Nations supertrusts, or cartels, 
would, of course, be without ownership of the property they would control. 

One serious objection to international cartels, and enough to condemn them, is 
their unwieldiness. By the time they have studied a situation, and acted, eco- 
nomie events might have completely changed the trade aspect. A good illus- 
tration is the recent thinking of the IMC. While the IMC was announcing the 
need for making recommendations for increasing production and restricting uses 
on an international sphere, the markets for copper, lead, and zinc were becoming 
noticeably easier. As recently as 3 weeks ago, one official of the IMC was 
advocating more export and import controls. Free markets are a thorn in the 
side of the planners. They have the annoying habit of completely upsetting their 
experts’ plans, much to their discomfiture and bewilderment—not to say con 
sternation. 

Beneath all of these continental and intercontinental schemes is, of course, 
the objective of doing away with depressions and maintaining full employment, 
All nations are presumed to have subscribed to the full employment docirine 
Keynesian economics, to become technical. “Full employment” is a deceptive 
term, in that full employment is not necessarily synomymous with a high stand 
ard of living. Indeed, political fixation on full employment may produce pub 
lic policies of government intervention that may actually prevent the standard 
of living being elevated. Some countries are so convinced that government 
planning, or socialism, can do for them what they cannot do for themselves, they 
have embraced government direction of their lives wholeheartedly. Government 
planning is to be found in varying degrees over the world, from the ironclad 


My poor country gets 
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variety of Russia, through the government planning of dictatorships such as 
Argentina and Spain, to the moderate socialism of Great Britain. Based upon 
the record alone, nowhere, absolutely nowhere, has it been a success. We in 
the United States and Canada are fortunate in being able to witness the course 
and failure of socialism in other countries, from a distance. Let us profit from 
the observation. 

The simple but little appreciated fact is that socialism can never succeed, 
because planning, or socialism, paradoxically, leads to chaos. Think about it a 
moment and you will see what I mean. Assume you were a planner and planned 
the Canadian economy aecording to your ideas. Where would you start? With 
some of the great products of Canada? Naturally. Let’s take zine as an example. 
What price would you set? Well, you might have a survey made of the costs of 
production of all producers and then set a price. But that wouldn’t do, because 
they all have different costs and different profits, probably different wages as 
well. And they all have different requirements for mine timber and other sup- 
plies, not to mention rail transportation. All of these items would have to be 
stabilized (there is that word again) before you reach a fair Comparison. Are 
you beginning to see some of the difficulties in planning? The only reason why 
Socialist countries are able to do any planning at all today is because they use 
the despised free market to help them. Without a free market available some 
place on the globe, they would be completely frustrated. And that is why social- 
ism is bound to be a miserable failure—not to mention other objections. It 
can't replace the market place. 

To sum it up in a few words: The stabilizers issue scholarly dissertations on 
methods of stabilizing our lives, on the assumption we wish to be stabilized. 
Well, I for one, prefer not to be stabilized, for I note that, behind all the schemes 
I have read to create stability, is the surrender of a precious freedom—the free- 
dom of a free market—and the substitution of Government coercion—-the com- 
pulsory state. The price is too high. I note, also, that the stabilizers seldom, if 
ever, stress the fundamental reason for the economic instability with which the 
world seems constantly to be plagued : War. 

It is war that violently disrupts our lives. It is war that devastates. It is 
war that enslaves and impoverishes people. It is war that causes cataclysmic 
fluctuations in property values. It is war that prevents the orderly functioning 
of the gold standard. But war is a political phenomenon, and while we all hope 
that the United Nations will prove to be successful in preventing war, it is rather 
disconcerting to find it promulgating economic theories and recommendations 
which would circumscribe the liberties of the people, subjecting them to Govern- 
ment edict, presumably for the common benefit—a benefit that has yet to be 
demonstrated. It is noticeable that those countries today that have drifted away 
from government planning, or have not succumbed to its siren song, have made 
the best industrial progress on the continent of Europe, notably Germany and 
selgium, as contrasted with conditions in Great Britain and France. 

“The German recovery has been a triumph of free enterprise,” concludes a 
New York bank. “Some think that Germany already is the strongest European 
power west of the iron curtain, in an economic sense. This is disturbing, of 
course, to leaders of some other European nations whose postwar economic op- 
portunities have been superior but whose preoccupation with Socialist experi- 
mentation has been a deterrent to real recovery,” it notes. 

A free market is synonymous with our liberties. Destroy it and we destroy 
our freedom. Some nations have already surrendered many of their freedoms, 
so they may have more “security,” more free wigs and eyeglasses, but these 
articles aren't free, as they are finding out—the hard way. Socialists abhor a 
free market. One can understand why. <A free market is essentially ruthless. 
It doesn’t care what any item costs. It doesn’t care for government power, for 
it operates inexorably, whether or not governments attempt to interfere with it. 
In fact, if governments interfere, they generally have to conform to the decisions 
of the free market ultimately. We may impose price controls to curb inflation, 
but that merely postpones the inevitable adjustment that prices will have to make 
to the free market. The free market is supreme. It doesn’t bow to kings or 
presidents. 

We ought to thank our stars each night for the blessings of this great inven- 
tion of mankind, which functions so quickly, quietly, efficiently, and with com- 
plete impartiality, And yet, note how every country has a group or groups who 
no longer trust it, but demand government intervention to prevent the disecom- 
forts which sometimes arise under it. In the West a few weeks ago, I listened 
to a succession of small-mine operators relate to a convention the difficulties 
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with which they were beset. Nearly all of them requested the Government to 
come to their assistance. One of them was too far from the railroad to sufvive, 
he wanted the Government to pay for the cost of shipping his output; another 
complained of inability to procure the necessary money to equip a property he 
thought should operate; another wanted the Government to pay him a subsidy 
because his ore was apparently too low grade to be mined protitably. When they 
were through, a Canadian friend turned to me and said, “In Canada, when we 
have those difficulties, and we can’t make her pay, we shut her down.” How 
refreshing. May you, my friends in Canada, long continue to follow that sound 
precept. If you do, you will be defending your priceless heritage and the liber 
ties that have characterized yvour mode of living. 


DEPARTMENT OF STATE, 
Washington, D. C., March 21, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Committee on Banking and Currency, 
United States Senate 

My Dear SENATOR MAYBANK: I refer again the request from Mr. McMurray 
for this Department's view on S. 2791, a bill to establish quotas on the importa- 
tion of certain articles and products containing raw materials with respect to 
which priorities have been established, or allocations made, under the Defense 
Production Act of 1951. In effect, the bill would require the President to cut 
imports of any product to one-half of the quantity imported during 1947-49 
whenever the product contains materials which are under priorities or alloca 
tions control and a substantial portion of domestic producers of the article re 
quest such import limitations. The Secretary of Defense could, however, certify 
that a higher volume of imports is required to meet essential defense needs, in 
which case imports would be limited to the higher amount certified by the 
Secretary of Defense. 

In the Department's view, the bill would do serious harm to the interests of 
the United States, and should not be enacted. The bill is the same in principle, 
as the proposed amendment to the Defense Production Amendments Act of 
1951 which was introduced last year. This Department opposed the amend 
ment at that time, as did a number of other interested agencies. Eventually, 
the bill was rejected by the House. 

The Department has always recognized that a real problem might arise if 
the various countries of the world, faced with shortages of critical materials, 
independently adopted measures for the conservation of these materials without 
regard for the measures taken elsewhere. We realized that, in these circum 
stances, cases might arise in which foreign products would appear in the markets 
of some countries where they could not be produced domestically, to the detri 
ment of the domestic producers. We were strongly of the view, however, that 
the problem had to be dealt with by attempting to secure a pattern of end-use 
controls in the various friendly countries of the world which best served the 
purpose of conserving the scarce materials of the free world. For reasons which 
are developed below, we felt that efforts on the part of individual countries to 
deal with the situation along the lines of the proposed bill would do serious in 
jury to American interests and to the collective interest of the free world. 

Accordingly, the efforts of our Government to secure adequate end-use coutrols 
were extended and intensified. Partly as a result of these efforts and partly as 
a result of their own increasing realization of the problem, other friendly nations 
of the world extended their own systeins of end-use controls. A considerable 
amount of progress was made in the OEEC in securing the adoption of limita 
tions on the use of various scarce materials, limitations which closely paralleled 
provisions in existence in the United States. Moreover, at the same time that this 
process was going on, end-use controls in the United States were being some 
what relaxed: many of the prohibitions and limitations on the use of scarce 
materials which were necessary earlier were modified. As a result, there have 
been very few Cases in recent months in which foreign products have appeared 
in American markets incorporating scarce materials which were not also avail- 
able to the American producer. 

However, even if there were still frequent cases in which foreign products 
appeared in American markets incorporating scarce materials, the bill would 
be strongly objectionable on various grounds. To begin with, the bill is patently 
inequitable. The fact that a raw material is subject to priorities or allocations 
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in the United States rarely means a complete termination, and does not neces- 
sarily make a severe cutback from previous levels, of civilian goods manufactures 
containing the material. In many cases, generous allocations are made for non- 
essential production. The result of S. 2791 in such cases would be a severely 
inequitable restriction on sales of foreign goods in this market while American 
competitors continued to produce at or near record levels. 

The bill is also objectionable on other grounds. American exporters commonly 
sell goods in foreign markets embodying materials which are scarce in the foreign 
country. Searcities of this sort abroad are due to a variety of reasons, inelud- 
ing the balance of payment difliculties of foreign countries which prevent them 
from buying as much of these materials as they would like. Accordingly, the 
general adoption by countries of the principle that imports containing scarce 
materials should be restricted would do considerable harm to American export 
industries, 

Nor ean the bill be justified on the grounds that it is necessary to ensure the 
conservation of scarce materials. Under section 101 of the Defense Production 
Act the President already has the power to apply import restrictions in con- 
nection with the allocation and conservation of scarce materials. For those 
situations in which the bill would go beyond the present provisions of section 101 
in compelling the exclusion of products from the United States, there is no 
assurance that the scarce material embodied in the product would be conserved 
for a more essential purpose. The products excluded from this country in most 
eases could readily be diverted to other countries instead; in some cases, in 
fact, the diversion would make it easier for the Soviet bloc to acquire some of the 
products which they are constantly seeking. In other words, the net result 
would be to reduce the supply of goods available to American consumers, there- 
by aggravating our own supply problems, without increasing the availability of 
scarce supplies for other useful purposes. 

Moreover, the bill is at direct variance with our efforts to help the nations of 
the free world put themselves on a self-supporting basis, so that they can more 
effectively meet their rearmament commitments and maintain a decent standard 
of living without having to rely on extraordinary dollar aid. Each new restric- 
tion on imports reduces the ability of these countries to earn dollars by sales to 
us and increases their need for aid. 

For all of these reasons, the Department strongly recommends that the bill not 
be enacted. 

Because of the urgency of the matter, this letter has not been cleared with the 
Bureau of the Budget. However, a copy is being sent to that Bureau. 

Sincerely yours, 
Jack K. McFatt, 
Assistant Secretary 
(For the Secretary of State). 





EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., March 20, 1952. 
Mr. JosepH P. McMuRRAyY, 
Staff Director, Senate Committee on Banking and Currency, 
Senate Office Building, Washington, D. C. 


Dear Mr. McMurray: This acknowledges your letter of March 7, 1952, en- 
closing a copy of S. 2791, a bill to establish quotas on the importation of certain 
articles and products containing raw materials with respect to which priorities 
have been established, or allocations made, under the Defense Production Act 
of 1951. The Senate Committee on Banking and Currency requests my views 
as to the merits of the proposed legislation. 

Under proposed section 101 (b) the President would by proclamation limit 
the importation of any article or product, in the manufacture or production of 
which raw material under established priorities or allocations in the United 
States is used, to 50 percent of the average annual imports of such article or 
product during the calendar years 1947 through 1949. It is provided that before 
the President limits importations the Tariff Commission report to him that 
a substantial portion of the American producers of such article or product, 
or an article or product competitive therewith, has requested such limitation on 
imports. To be effective it is further provided that the Secretary of Defense 
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shall not have certified to the President that the American production of such 
article or product is insufficient to supply essential defense needs. 

As the committee knows, priorities have been established on many materials, 
and many materials have been and are being allocated, such as steel, copper, 
aluminum, tin, cadmium, nickel, leather, cobalt, tungsten, and a great variety 
of chemicals. The proposed legislation would prevent the importation of any 
article or product of which such materials are used to one-half of the amount 
imported during the period designated, provided that American producers re- 
quest such a limitation, and unless the Secretary of Defense has not certified 
to the President that the American production of such article or product is in- 
sufficient to supply essential needs. Because of the wide application of priorities 
and allocations, it is possible that a very large part of our imports of articles and 
products might be subject to the limitations in the proposed bill. 

The bill appears to be designed to meet the problem facing American producers, 
whose production of an item is restricted or prohibited, but who are facing 
competition from similar articles made abroad. This problem is one of which 
the mobilization agencies are aware. The Defense Production Administration 
and the National Production Authority have been working with foreign countries 
to bring about the imposition of comparable restrictions on the use of scarce 
materials in other countries. This would automatically eliminate the type 
of competition against which the bill is directed ; it would also result in conserva- 
tion of these scarce materials in articles produced abroad for foreign consump- 
tion. The saving of materials for the free world which can be achieved by bring- 
ing about comparable limitations in other countries is far greater than any 
possible savings which might result from the limitations on imports to this 
country under 8. 2791. 

The bill would not, in my judgment, contribute to the mobilization program. 
To the extent that it might keep needed articles and products out of the country, 
it would increase shortages and increase inflationary pressures. If shortages so 
aggravated should become injurious to the domestic economy, it might be neces- 
sary to direct materials from defense production and essential civilian produc- 
tion in order to meet the civilian needs. 

The recent increase in supplies of many scarce materials has resulted in in- 
ereased allocations which have considerably reduced. the importance of the 
problem. 

For these reasons it is the recommendation of this office that 8. 2791 should 
not be enacted. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 
CHARLES E. WILSON. 


DEPARTMENT OF COMMERCE, 
Washington, March 21, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


DeaR Mr. CHatRMAN: This is in further reply to your communication of 
March 7, 1952, requesting the comments of this Department concerning S. 2791, 
a bill to establish quotas on the importation of certain articles and products 
containing raw materials with respect to which priorities have been established, 
or allocations made, under the Defense Production Act of 1951. 

This bill would, in effect, limit to 50 percent of the average 1947-49 level, 
importation of all products containing raw materials subject to United States 
allocation or priority controls whenever such limitation was requested by a sub- 
stantial portion of domestic producers, unless the Secretary of Defense certified 
that a higher level was essential for defense purposes. Similar legislation was 
introduced in the House of Representatives and failed of passage as an amend- 
ment to the Defense Production Amendments Act of 1951. In our judgment, 
enactment of this bill would have undesirable effects upon our defense program 
and would be extremely adverse to our foreign commerce. For these reasons, we 
strongly recommend that it not be enacted. 

At the time in 1951 when a similar bill was introduced, the problem to which 
it was addressed did not justify this type of drastic action. Such action appears 
even less appropriate in the light of intervening developments. Priority and 
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allocation controls placed by the National Production Authority on scarce 
inuterials frequently entail limitation of production of particular end products. 
In most cases, however, the curtailment has been slight in relation to previous 
production either because of large allocations of the material, or because alterna- 
tive raw materials could be used in the product. Frequently, even when such 
curtailment is more severe, the facilities of the producers affected are fully 
employed on other more essential end products. Further, the National Produc- 
tion Authority has taken care to relieve special situations where severe curtail- 
ment threatened actual hardship. Finally, it may be noted that even such 
problems as did arise have been further relieved during recent months by the 
easing of raw material shortages. 

For all of the foregoing reasons, the actual problem is relatively limited. To 
the extent that we do have a problem, experience indicates that it is much more 
amenable to solution by constructive efforts, in cooperation with other govern- 
ments, to obtain comparable standards for end-use of scarce materials. This 
alternative approach not only avoids the harmful effects of arbitrary import 
restrictions, but has the positive advantage that it effects a direct saving in 
the consumption of scarce materials needed for the free world’s defense produc- 
tion. Such cooperative efforts, instead of merely diverting less essential end- 
products to non-United States markets, actually limit the initial consumption of 
materials abroad in these end-products. Considerable progress has been made 
in this direction, and as other nations have extended their controls over scarce 
materials the number of instances in which production curtailed in the United 
States can be freely continued abroad has steadily declined. We feel sure that 
continued efforts of this type will serve the purpose visualized by the sponsors 
of S. 2791 much more effectively than widespread suppression of our import trade. 

Moreover, the type of action proposed by the bill would have many bad effects. 
Thousands of end-products among our imports fall within its definition. As a 
result its adoption would require the apptication of detailed import restrictions 
to a large segment of our import business. The disastrous effect which this 
would have upon hundreds of United States import firms is obvious. Beyond 
its effect upon the import trade proper, such a widespread reversal of United 
States trade policy would disrupt our commercial relations with the world’s major 
trading nations. It would violate commitments under most of our trade agree- 
ments and might well affect foreign nations’ willingness to supply us freely with 
other items vital to our defense production. It would further reduce the dollar 
earnings of many nations now receiving United States financial aid and cor- 
respondingly cut their capacity to support their own rearmament program without 
additional aid. 

In view of the fact that the actual situation facing domestic producers does 
not require action of this type, and that such action would have numerous harmful 
effects, we strongly recommend that it not be adopted. 

The Bureau of the Budget has advised that it has no objection to the submission 
of this report. 

Sincerely yours, 
J. THOMAS SCHNEIDER, 
Acting Secretary of Commerce. 


STATEMENT SUBMITTED BY Roger L. PUTNAM, ADMINISTRATOR, ECONOMIC STABILIZA- 
TION AGENCY, ON BEHALF OF HIMSELF AND THE SALARY STABILIZATION BoarRp 
IN OPPOSITION TO ANY EXTENSION OF EXEMPTION OF PROFESSIONAL EMPLOYEES 
From APPLICABLE STABILIZATION REGULATIONS 


SUMMARY 


The Salary Stabilization Board is opposed to exemption from the requirements 
of salary stabilization of professional, licensed engineers, certified public account- 
ants, and architects employed by professional firms or individuals because— 

1. It is extremely difficult to confine an exemption either to a category of 
employees or to a field of employment. Inequities are now being claimed as 
between lawyers employed ‘by professional law firm and lawyers employed by 
industrial employers. Were exemptions to be granted to certified public account- 
ants, engineers, and architects employed in professional firms, protests of inequity 
would immediately arise and pressures would be applied to extend the exemp- 
tion to members of these professions engaged in industrial employment. Every 
exemption granted creates new inequities which lead to correction by further 
exemption. The situation is not one in which no relief is available to these 
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professional groups. * They have available to them all of the provisions of the 
salary stabilization regulations that are available to other professional as well 
as industrial employers. 

2. Certified public accountants and engineers employed by industry are subject 
to the same salary controls as are applied to employees of professional firms ; 
it therefore seems doubtful that failure to exempt employed professionals in 
these categories will tend to further accelerate whatever movenient there may 
be from professional firms to industry. To the extent that the alleged movement 
from professional firms to industry is due to pirating of personnel, it is of course 
highly unsettling. However, as far as engineers are concerned, a charge is made 
by industrial employers that many consulting firms are pirating away their 
engineers and offering substantial salary increaseS to them, ‘They claim, also, 
that many consulting firms are then selling back the services of these engineers 
at exorbitant rates often to the firms from whom the engineers were hired away. 
Representation have been made by the Department of Defense, the Atomic Energy 
Commission, and the Office of Defense Mobilization that this practice does exist. 

3. To argue, as the representatives of both engineers and ¢. p. a.’s have done, 
that the exemptions proposed would not be inflationary because the number of 
persons involved is small’ is to argue for piecemeal destruction of salary stabi- 
lization. Salary stabilization consists of the control of salary increases of many 
groups that are relatively small in terms of the entire labor force, but which 
are vitally important in the aggregate. The fact that the Congress exempted 
certain physicians and lawyers does not, in itself, justify exemption of any other 
groups. In fact, the Congress might well reconsider the desirability of con- 
tinuing the present exemption on physicians and lawyers. To extend to other 
occupations the exemption already granted to doctors and lawyers would leave 
us With no stopping point. 

The National Society of Professional Engineers testified on March 12, 1952, 
before the Senate Committee on Banking and Currency in behalf of an amend 
ment to the Defense Production Act designed to exempt from the requirements of 
salary stabilization professional licensed engineers employed by professional 
engineering firms or individuals. The plea for exemption made by the engineers 
was followed by a similar request by certified public accountants who were 
represented in their testimony before the committee by the American Institute for 
Accountants. These requests for exemption from salary controls have been 
implemented by two proposed amendments to the Defense Production Act. One 
amendment proposed by Senator Bricker provides for exemption of certified 
public accountants, professional engineers, and architects licensed to practice 
and employed by professional firms and individuals. Another amendment 
proposed by Senator Ives provides for exemption of certified public accountants 
as in the proposed Bricker amendment 

These requests for exemption have followed on each other’s heels and such 
requests may be expected to continue at an increasing rate should exemptions be 
granted in addition to those already in the law. Evidence of the progressively 
destructive character of exemptions, once the movement is started, is contained 
in the fact that both the certified public accountants and the engineers have 
argued in their testimony before the conimittee that they are entitled to the 
same exemption already granted to physicians and attorneys. The representa- 
tives of both professions also contended in their testimony that as the total 
number of individuals in each group is small,” their exemption would have vir- 
tually no inflationary effect. 

To argue that the exemptions proposed would not be inflationary because the 
number of persons involved is small is to argue for piecemeal destruction of 
salary stabilization. Salary stabilization consists of the control of salary 
increases of many groups that are relatively small in terms of the entire labor 
force, but which are vitally important in the aggregate. The fact that the Con- 
«ress exempted certain physicians and lawyers does not, in itself, justify exemp- 
tion of any other groups. In fact, the Congress might well reconsider the 
desirability of continuing the present exemption of physicians and lawyers. To 


110,000 e. p. a.’s—estimate contained in Senator Ives’ statement published in the Con 
szressional Record of February 26, 1952, p. 1394. 20,000 engineers— based on the National 
Society of Professional Engineers’ estimate of 3 to 4 percent of total number of engineers, 
and on census figures as to total number. 

710,000 ¢. p. a.’s—estimate contained in Senator Ives’ statement published in the Con- 
gressional Record of February 26, 1952, p. 1394: 20.000 engineers—based on the National 
Society of Professional Engineers’ estimate of 3 to 4 percent of total number of engineers 
and on census figures as to total number. 
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extend to other occupations the exemption already granted to doctors and 
lawyers would leave us with no stopping point. 

As a practical matter, it is extremely difficult to confine an exemption either 
to a category of employment or to a field of employment. In the case of the 
exemptions already provided by law, inequities are now being claimed as be- 
tween lawyers employed by professional law firms and lawyers employed by in- 
dustrial employers. Were exemptions to be granted to certified public account- 
ants, engineers, and architects employed in professional firms, protests of in- 
equity would immediately arise and pressures would be applied to extend the 
exemption to members of these professions engaged in industrial employment. 
Every exemption granted creates new inequities which can be corrected only by 
further exemption, until finally there is nothing left of salary stabilization. 
The situation is not one in which no relief is available to these professional 
groups. They have available to them all of the provisions of the salary 
stabilization regulations that are available to other professional as well as 
industrial employers and if there are inequities in their compensation, relating 
particularly to their profession, there are adequate means for remedying these 
also, 

The engineering representatives in their testimony maintained that the essen- 
tial character and special importance of their services to our expanding defense 
economy and the substantial increase in work and responsibility justified their 
request for exemption. The representatives of the certified public accountants 
testified in the same vein. This statement, however, is equally true of many 
occupations. The essential nature of an occupation is not determined by its 
complexity, the extent of the academic training needed for adequate perform- 
ance or by the requirements for licensing. But even if this were the case, the fact 
still remains that numerous professions and occupations can lay equal claim to 
the special importance of their work in this defense emergency. They, too, 
afford “fundamental safeguards” in areas that are of equal importance in the 
defense effort with designing, accounting, and engineering plans. All have added 
work, each in his own professional area, in connection with the defense program. 
It is doubtful that ¢. p. a.’s, engineers, or architects can be said to be rendering 
2 More valuable service to the Nation than most of these other professions and 
occupations. Certainly it would be difficult to maintain that c. p. a.’s, for example, 
are more important to the defense effort than the scientists who are at work on 
various aspects of atomic power and electronic controls. All of us have additional 
work and, in a tight labor market, will so continue. Where there is additional 
responsibility the present salary regulations provide for adjustment of compen- 
sation. 

The engineers as well as the certified public accountants hung much of their 
case for exemption (1) on the fact that professional firms in these fields operate 
on a “team” basis in which various specializations function in a coordinated 
fashion, with staff stability, therefore, of vital importance, and (2) on the 
claim that such stability is being destroyed by loss of professional employees 
to industrial firms because appropriate salary increases cannot be given. There 
is merit in the contention that staff stability is particularly important in pro- 
fessional firms operating on a basiS of coordinated specialization. Where 
such staff stability is threatened, relief can be afforded under existing regula- 
tions in many of the situations. 

The contention that failure to exempt employed professionals in these cate- 
vories will tend to further accelerate whatever movement there may be from 
professional firms to industry seems doubtful for several reasons. First, both 
certified public accountants and engineers employed by industry are subject to 
the same salary controls and are equally entitled to the increases available 
under the law and the regulations. Second, the professional status afforded 
by employment in a firm of certified public accountants, consulting engineers, 
or architects is a strong incentive to obtain or remain in such employment. To 
the extent that movement of such men to important executive posts in in- 
dustry does occur it is a source of pride to the professions, and properly so. 

To the extent that the alleged movement from professional firms to industry 
is due to pirating of personnel, it is of course highly unsettling. However, 
as far as engineers are concerned, an identical charge is made by industrial 
employers who claim that many consulting firms are pirating away their 
engineers and offering substantial salary increases to them. They claim, also, 
that many consulting firms are then selling back the services of these engineers 
at exorbitant rates often to the firms from whom the engineers were hired 
away. Undoubtedly, this is not true of all consulting firms but representations 
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have been made by the Department of Defense, the Atomic Energy Commission 
and the Office of Defense Mobilization that this practice does exist and con- 
stitutes a serious threat to the stability of engineering employment as well as 
a factor of increased cost to the Government. A thoroughgoing enforcement 
program now heing directed to such violations of the salary stabilization law 
should do much to alleviate this situation. 

In the testimony of the ¢. p. a. group, it was said that the fees charged by ac- 
counting firms are not subject to price control. This statement is amplified by a 
vart of the statement made by Senator Ives * in which it is said that stabilization 
of the compensation received by ¢. p. a.’s employed by professional firms is not 
required to protect any existing price ceilings. We are convinced, however, that 
increases in the compensation of c. p. a.’s (and this would be equally true of 
engineers and architects) would be bound to act both directly and indirectly 
on prices. A professional firm sells services. Its charges reflect its cost. As the 
labor costs of a professional firm constitute an overwhelmingly large proportion 
of its total costs, any salary increases are likely to be immediately reflected in the 
firm’s contract rates. The increased rates mean higher costs for the business 
firms that hire such services and the higher costs will almost inevitably be 
taken into account in setting prices, which will be reflected also in Government 
contract costs. In addition to this direct effect is the indirect but powerful 
influence on price levels of disproportionately increased purchasing power. 

The engineers support their request for exemption with further argument to 
the effect (1) that while large commercial and industrial firms have well-estab- 
lished salary and promotional plans, bonus and pension plans which readily lend 
themselves to adjustments of compensation possible under the salary stabilization 
reguiations, professional engineering, accounting, and architectural firms for 
the most part do not have this advantage; (2) that in the engineering field par- 
ticularly the shortage is so great that professional engineering firms must pay 
beginning engineers more, in order to get them at all, than they pay engineers 
who have been on their staffs for some time, hence serious dissatisfaction is 
created if adjustments cannot be made on up the line accordingly; and (3) that 
certain segments of the engineering profession were at abnormally low salary 
levels at the time of the salary freeze; therefore serious loss Of technical personnel 
is being experienced due to the depressed salary rates. 

It is no doubt true that many, perhaps most, professional firms suffer a handi- 
cap in not having established salary and promotion plans, bonus and pension 
plans, and that the salary freeze caught some segments of the engineering pro- 
fession in a period of abnormally low salary levels. Unquestionably also, pro- 
fessional engineering firms are having difficulties due to higher entrance salaries. 
These problems are by no means unique to the professional firms here concerned 
and existing regulations take into account the need for adjustment in such 
situations. Special attention is at present being given to pensions and new bonus 
plans. The Salary Stabilization Board has taken a particular interest in the eom- 
pensation problem of engineers as a special group. 

in view of the scatvity of engineers, the exemption of any group of employers 
from the requirements of stabilization would afford to them a distinet eco- 
nomic advantage and would, to a great extent, nullify the ability of ordinary 
elployers to obtain the services of engineers in a fair competitive market. The 
likelihood is that if industrial employers of engineers are confronted with an 
exemption for consulting firms they will be forced themselves to establish con- 
sulting subsidiaries in order to hire engineers at competitive salaries. 

The present regulations, with their provision for relief in cases of proven 
hardship, are adequate to deal with any of the problems of establishing fair 
levels of cColnpensation for engineers and priority has been given to all cases 
involving engineering employment. Difficulties arising from the unfair compe- 
tition of tirms that are making payments in violation of the law will tend to be 
alleviated by the strong enforcement program now getting under way in the engi- 
neering field. 

It was said in support of the proposed amendment to exempt certified public 
accountants employed by professional firms that a large measure of discretion in 
the adjustment of compensation is necessary to the maintenance of healthy 
professional organizations. There is also undoubtedly much to be said for this 
contention. Our country has grown strong and prosperous by the existence 
of this right of discretion in normal times. Professional organizations, however, 
like others, must, in a period of emergency, expect to sacrifice some of their 


* Congressional Record, February 26, 1952, p. 1394. 
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freedom of action for the common welfare. It is doubtful that freedom from the 
restraints necessarily imposed on others would be conducive to healthy growth in 
terms of recognition of the public good. 

With respect to all the proposed professional exemptions, however, it must 
be said that each function essential to the productivity of our Nation is as 
important to the end result as any other function. Fair treatment means equal 
treatment unless a positive case can be made for unequal circumstances. No 
such case has been made in behalf of exemption from salary stabilization of 
certified public accountants, engineers, and architects. Their exemption would 
be an act not of fair treatment, but of privileged treatment. Such exemption 
would inevitably lead to other exemptions in the salary stabilization field and 
ut that point it is only a matter of time before the growing inequities would 
spread their influence to the areas under the jurisdiction of the Wage Stabiliza- 
tion Board. 


DEPARTMENT OF COMMERCE, 
NATIONAL PropucTioON AUTHORITY, 
Washington, March 21, 1952. 
Hon. BURNET MAYBANK, 
Chairman, Conmittee on Banking and Currency, 
United States Senate, Washington 25, D.C. 


DEAR SENATOR MAYBANK: I wish to comment on the amendments to S. 2645 
which were proposed by Senators Ives and Lehman at the request of the New York 
Building Congress, Inc. These amendments are unnecessary and undesirable 
for several reasons. 

Basically, the proponents of the amendments were seeking administrative 
action to relieve the situation in New York and certain other areas which were 
hard hit by the lack of defense expansion construction and the slack in ordinary 
construction brought about by the restrictions on building made necessary by 
the impact of defense and defense-supporting demands on scarce materials. It 
has been the announced policy of NPA to take such action as soon as conditions 
permitted and on March 7, 1952, I announced that 105 new commercial building 
prejects with an estimated cost of $53,678,455 in six so-called hardship areas in 
the United States had been approved by NPA and that materials would be 
allotted for these projects. These areas are the New York metropolitan area, 
Washington, Boston, Portland-Seattle, Los Angeles, and San Francisco. This 
action has been taken, and any further action needed to relieve exceptional 
hardship can be taken, under the existing provisions of the Defense Production 
Act of 1950, as amended, It is therefore apparent that there is no need for the 
proposed amendments and this was confirmed by the representatives of the 
New York Building Congress in their testimony before the committee on March 
19, 1952. 

In addition to being unnecessary, the proposed amendments are seriously 
objectionable for the reasons set forth below. 

1. The proposed amendments attempt to write into the statute special pro- 
visions for the allocation of materials to segments of a particular industry in 
particular areas. Our accomplishments thus far have been made possible, in 
large measure, because the priorities and allocations authority as provided by 
the Congress in the Defense Production Act, reflects the basic principle that 
a central administrative authority with a high degree of flexibility is essential 
to achieve the necessary balance in allocating scarce materials to the various 
programs required to meet defense and essential civilian needs. It is most 
important that the allocating agency, after a careful examination of the rela- 
tive importance of the programs presented, exercise the fine degree of judgment 
required in deciding the levels at which those programs may proceed, since 
obviously all may not go forward at the same rate. In recognition of this 
principle, the Congress has wisely refused to make detailed rules for the alloca- 
tion of materials or to make specific statutory allocations of materials for stated 
purposes, 

The need for flexibility in the administration of the priorities and allocations 
powers Was clearly recognized by the Senate Committee on Banking and Cur- 
rency in its report on the 1951 amendments to the Defense Production Act 
(Rept. No. 470, S2d Cong.), as follows: 

“Your committee was urged to amend the language of title I of the Defense 
Production Act of 1950 to incorporate specific formulas for the allocation of 
adequate materials to continue civilian production wherever this is consistent 
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with military needs. It was also urged to make other specific statutory allo- 
cations of materials to certain users. Because your committee was of the opinion 
the inclusion of such provisions in this case might create undesirable inflexibility 
in the administration of allocation and priority powers, it decided not to recom- 
mend amendment of the act in these respects.” 

I urge the committee in its considerations of the extension of the Defense 
Production Act to continue its wise policy of rejecting proposed amendments 
which, like those under discussion, would create undesirable rigidity in the 
administration of the allocation and priority powers. 

2. Some of the amendments are designed to require the allocation of ma- 
terials for construction on the basis of materials consumption during a_ his- 
torical base period. Such a method of allocation for construction projects would 
be impracticable and unrelated to the realities of the situation, and would tend to 
defeat the objectives sought to be achieved by title I of the act. The “base period 
usage” method of allocation is appropriate and is used in the case of consumer- 
type shelf items. It is entirely unsuitable in the construction area where realistic 
determinations can be made only on a project basis, in relationship to the quar- 
terly requirements of materials needed to carry out the planned construction 
schedules for each project. 

3. While the effects of NPA actions on levels of employment should be and are 
considered by us, our basic criteria must, in view of the materials supply situa- 
tion, relate to the question whether a proposed construction project must go 
forward currently to meet defense and essential civilian needs or whether it can 
be deferred to a later quarter. It would be unwise to require NPA, in processing 
applications for authorized construction schedules, to adopt as a basie criterion 
the temporary effects on employment levels in particular areas, as is proposed 
in some of the amendments. The criteria which have been administratively 
established according to the existing provisions of the act are sufficiently flexible 
to provide reasonable adjustments for hardship areas and, as the committee 
knows, have been used for that purpose. 

4. The proposed amendments would also repeal section 709 of the Defense 
Production Act, which exempts NPA from the Administrative Procedure Act 
excepting section 3 thereof. 

The Administrative Procedure Act sets forth a detailed procedure for rule 
making, which applies not only to issuance of orders, regulations, amendments, 
directions, and revocations, but also to individual actions authorizing production 
schedules, construction schedules, etc. This time-consuming procedure is not 
appropriate for an emergency agency which must normally act with great speed 
in issuing amendments, orders and regulations. In the area affected by NPA 
actions, businessmen may suffer far more from delay in acting than from the 
nature of the action finally taken. 

While the exemptions provided in the Administrative Procedure Act would 
probably be applicable to most actions taken by NPA under the Dofense Produc- 
tion Act, substantial delay would inevitably result in the process of determining 
which actions are exempt and which are not. Moreover, considerable litigation 
might be invited under sections 4 and 9 (b) because of uncertainty regarding 
exemptions and the distinction between rule making and licensing. 

On the other hand, no benefit would result from repealing section 709 of the 
Defense Production Act, since the NPA rule making procedure, using industry 
advisory committees and providing for coordination of the views of the various 
offices and divisions of NPA which are concerned with the problems of consumers, 
small business, Jabor, manufacturers, basic material producers, ete., and of other 
Government agencies, provides for presentation and consideration of the views of 
all interests and yet provides a mechanism for the speedy issuance of necessary 
orders and regulations. The industry advisory committees established by NPA 
total 584. In addition to consulting with these regularly established committees, 
the authority has also conducted 140 special conferences involving consultation 
with representatives of numerous industries in connection with special problems 
affecting their operations. 

Moreover, NPA administrative tribunals, such as the Appeals Board and Hear- 
ing Commissioners, afford due process of law in accordance with the spirit of 
the Administrative Procedure Act. 

For the foregoing measures, we are opposed to the proposed amendments and 
we urge the committee to reject them. 

Sincerely yours, 
Henry H. Fow ter, Administrator. 


96315—52—pt. 2——37 
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SUMMARY OF EFFECT OF REMOVAL OF EXEMPTION FROM APPLICATION OF ADMINIB6- 
TRATIVE PRocepuRE Act (Except Sec. 3) To NPA ACTIVITIES 


At present NPA is subject to only section 3 of the Administrative Procedure 
Act, because of the exemption now contained in section 709 of the Defense Pro- 
duction Act, as amended. The proposed legislation would remove this exemption. 

It is our opinion that the proposed legislation is undesirable and unneces- 
sary. 

In summary, we believe that it would have the following results: 

1. NPA would of course continue to be subject to section 3 of the act. 

2. Because of the terms of the Administrative Procedure Act, NPA would ap 
parently not come within the coverage of sections 5 (Adjudication), 7 ( Hear- 
ings), 8 (Decisions), and 10 (Judicial Review) of that act. 

3. NPA would be subject to section 6 (Ancillary Matters) and 9 (a) (Sane- 
tions and Powers-General). This would achieve no constructive result, since the 
requirements of these sections are already being complied with. 

4. There is considerable doubt regarding the extent to which NPA would 
be subject to section 4 (Rule making) and section 9 (b) (Licenses). 

Consequently we feel that the proposed amendments would create consider- 
able confusion, might result in a substantial amount of litigation and would 
achieve no substantial, worth-while purpose with respect to NPA activities: 

(a) It is possible that all, or practically all, activities under section 4 would 
come within the military, naval, and foreign affairs exemption. However, as- 
suming the foregoing exemptions do not apply, the procedure might not be ap- 
plicable in a very high percentage of cases, because of the exception given to 
cases where adherence to the requirements is impracticable, unnecessary, or 
contrary to the public interest. 

(b) Although considerable legal doubt exists, it is probable that no NPA 
activity would be subject to section 9 (b) (Licenses) of the act. 

Up to the present time, the industrial community has recognized the neces- 
sity for controls of scarce materials and has been extremely cooperative with 
NPA programs. Adoption of the proposed amendment, while achieving no con- 
structive over-all purpose, would create unwarranted delays in operation, and 
cause considerable confusion among businessmen as to legal applicability, which 
could have the effect of making enforcement difficult and encouraging noncom- 
pliance. 

It is our further belief that existing NPA procedures and policies do substan- 
tially conform to the spirit of the Administrative Procedure Act. In preparing 
and issuing its orders and regulations, this agency not only cooperates closely 
with its numerous industry advisory committees but also provides, through its 
internal clearance procedures, for representation of the various segments of our 
economy Which might be interested in the impact of a proposed rezulation or 
order. Such proposed issuances are circulated for comment to our Office of 
Civilian Requirements which considers the proposed order from the standpoint 
of the consumer, our industry divisions staffed to a large extent with persons 
of practical industrial experience in the end-product field, our Office of Small 
Business which is interested in the problems of the small-buSiness man, our 
Office of Labor consisting of persons with specialized experience in this field, 
and our materials divisions which consider the problem from the standpoint 
of the producer of the basic material. Accordingly, any NPA order or regulation 
prior to issuance is carefully considered from every relevant standpoint, in 
addition to the consideration which it receives from the industry advisory com- 
mittee that represents the industry affected. This procedure to a great extent 
accomplishes the purposes of the Administrative Procedure Act with respect 
to rule making, and, at the same time, affords as expeditious a process as is 
practicable. In view of the urgent nature of our operations during this emer- 
gency mobilization period, time is ordinarily of the essence in the issuance of 
NPA regulations and orders. 

The impracticability of applying the Administrative Procedure Act to the 
Defense Production Act has been recognized by the Chamber of Commerce of the 
State of New York. See part 3 of the hearings before the Committee of Banking 
and Currency, United States Senate, Eighty-second Congress, first session, on 8. 
12397, page 2701, setting forth a resolution of that body, which states in part as 
follows: 

“Essentially, the Administrative Procedure Act is a peacetime measure. It 
was designed to cover normal, rather than emergency actions of the Govern- 
ment. Consequently, the committee on law reform believed it quite proper that 
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the act should not be made applicable to functions exercised under the Defense 
Production Act. The formal requirements pertaining to administrative rule 
making and judicial review as outlined in the Administrative Procedure Act 
might unnecessarily impede or obstruct the economic mobilization and national 
defense during this emergency.” 

For the reasons above stated we believe that the proposed amendment is un- 
necessary and undesirable, and we urge that the amendment be rejected. 

At the time S. 1770, Eighty-second Congress, was being considered in the Sen- 
ate Committee on the Judiciary, the Secretary of Commerce recommended against 
the revocation of the exemption for NPA activities under the Defense Production 
Act (S. Rept. No. 627, 82d Cong. 1st sess. p. 13). The committee report recog- 
nized that the revocation of the exemption would not make applicable sections 5, 
7, 8,10, and 11 of the Administrative Procedure Act. 

There follows a detailed discussion of the points above raised : 


SECTIONS OF ADMINISTRATIVE PROCEDURE ACT NOT APPLICABLI 


If NPA were made subject to the Administrative Procedure Act it is believed 
that the following sections of that act would not apply to NPA because of express 
provisions contained in the Administrative Procedure Act itself: 

(1) Section 5 (Adjudications). This section would not apply because it applies 
only to adjudications required by statute. NPA has no such function. 

(2) Section 7 (Hearings). This section applies only to (@) hearings where 
rules are required by statute to be made on the record after opportunity for an 
agency hearing; and (0b) adjudication matters under section 5, No NPA function 
comes within either category. 

(3) Section 8 (Decisions). This section applies only to hearings required to 
be conducted in conformity with section 7. As indicated above, NPA has no such 
hearings. 

(4) Section 10. (Judicial review of agency action.) This section excepts 
from its operation agency action which is by law committed to ageney discretion 


SECTIONS CLEARLY AVPLICABLI 


Enactment of the proposed legislation would clearly make NPA subject to 
sections 6 and 9 (a) of the act. At present, its policies and practices do conform 
with the requirement of these sections. 

(1) Section 6 (ancillary matters). Subsection (a) vests in parties to agency 
proceedings the right to have counsel, which NPA never refuses, and the right 
to appear before the agency or responsible agents and employees concerning any 
agency function, which opportunity NPA now affords. Subsection (b) provides 
there shall be no process, requirement of report inspection or other investiga- 
tive action or demand except as authorized by law, and vests in every person 
compelled to submit data or evidence to retain copies and obtain transcripts of 
testimony. Any person may of course retain a copy of any document which he 
submits to NPA. In section 1 (h) of General Administrative Order 16-06 (16 
F. R. S894) persons appearing before hearing commissioners are given the right 
to obtain transcripts. The Chairman of the Appeals Board clearly states the 
right of parties to obtain transcripts at the start of every proceeding of that 
board. Section 6 (¢c) relates to subpenas, which are hormally used by NPA 
only in compliance proceedings before hearing commissioners. Implementation 
1 to General Administrative Order 16-06 requires a hearing commissioner to 
issue subpenas at the instance of either party. Subsection (d) requires prompt 
notice of denial of written applications, petitions, or requests, together with a 
simple statement of the ground thereof. NPA follows this practice. 

(2) Section 9 (a) provides that an agency shall impose no sanction or issue 
no substantive rule or order except within jurisdiction delegated to the agency 
and as authorized by law. NPA of course abides by its statutory limitations 
and acts only pursuant to duly delegated authority. 


SECTIONS OF DOUBTFUL APPLICABILITY 


Considerable doubt, however, would exist regarding the application of the 
following sections: 

(1) Section 4 (Rule making). There is a substantial question whether section 
4 of the Administrative Procedure Act would apply at all to NPA activities. 
Section 4 by its terms excludes any military, naval, or foreign-affairs function 
of the United States. Section 2 of the Defense Production Act, as amended, 
states : 
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“It is the objective of this Act to provide the President with authority to 
accomplish these adjustments in the operation of the economy. It is the inten- 
tion by the Congress that the President shall use the powers conferred by this 
Act to promote the national defense, by meeting, promptly and effectively, the 
requirements of military programs in support of our national security and 
foreign policy objectives, and by preventing undue strains and dislocations upon 
wages, prices, and production or distribution of materials for civilian use, 
within the framework, as far as practicable, of the American system of competi- 
tive enterprise.” 

NPA actions are normally taken under section 101 of the Defense Production Act 
which authorizes such priority and allocation actions as are deemed necessary or 
appropriate to promote the national defense.” The term “national defense” is 
defined in section 702 (d) to mean “operations and activities of the Armed Forces, 
the Atomic Energy Commission, or any other Government department or agency 
directly or indirectly and substantially concerned with the national defense or 
operations or activities in connection with the Mutual Defense Assistance Act 
of 1949, as amended,”’ It is clear from the legislative history of the Adminis- 
trative Procedure Act that the exemption applies to functions and is not con- 
fined to any particular Government agency. Thus, the Attorney General's 
Manual on the Administrative Procedure Act indicates at page 26 that certain 
functions of the Federal Power Commission (16 U. S. GC. A. 824a (c)) come 
within the exception. Incidentally, these functions, which deal with the dis- 
tribution of power in time of emergency, are very similar to the priority and 
allocation functions of NPA with respect to materials. Of course, the entire 
purpose of NPA’s program is to promote the national defense and to manage 
the diversion of materials and facilities from civilian use to military and 
related purposes, in the light of the objectives set forth in section 2 of the 
Defense Production Act. 

However, if to any extent the actions of NPA do not come within the foregoing 
exemptions, it should further be noted that section 4 (a) of the Administrative 
Procedure Act authorizes the omission of the notice and procedure specified 
and advance publication required where for good cause the agency finds that 
notice and public procedure thereon are impracticable, unnecessary, or contrary 
to the public interest. To a very great extent existing circumstances at the 
time of issuance of NPA regulations and orders would require resort to these 
exceptions. Programs which the orders and regulations implement are to a 
large extent handled on a calendar quarter basis. Decisions must be made in 
the light of available supplies of materials and the demand therefor. Action 
must be taken within a relatively short time, since, if taken too far in advance, 
accuracy is sacrificed, and, if taken too late, insufficient notice is given to business 
subject to control. Thus, in a very short time, NPA must coordinate its decisions 
internally and with other agencies of the Government, obtain the advice of its 
industry advisory committees, and issue its orders or regulations. Even now the 
problem of prompt issuance is an extremely difficult one. A copy of General 
Program Order 5 setting forth the procedure now followed in the issuance of 
orders and regulations is attached hereto. It will be noted that this procedure 
provides for clearance of orders and regulations with industry advisory com- 
mittees prior to issuance. These committees afford a very satisfactory vehicle 
for obtaining the views of affected industries. They are composed of outstand- 
ing representatives of each industry and, as provided in section 701 (b) (ii) 
of the Defense Production Act, are selected on a representative basis, with 
respect to large, medium, and small business, geographical area, and trade 
association membership and nonmembership. During the calendar year 1951, NPA 
issued more than 500 orders and regulations including directions, supplements 
and revocations.’ Adherence to section 4 procedures would result in substanti- 
ally increased workload and, more important, could result in serious delay in 
areas where prompt action is imperative. In addition many NPA orders and 
regulations are based to a large extent on military information of varying de- 
grees of security classification. Accordingly, NPA would in many instances be 
limited in disclosing the true considerations underlying its orders and regula- 
tions. 

2. Section 9 (b). Licenses: There is considerable doubt as to the extent, if 
any, to which this section would apply to NPA activities. Section 2 (c) of the 





1 This, of course, does not include individual allotment or allocation actions which in the 
course of a year would number in the hundreds of thousands. 
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act defines “rule” to mean “the whole or any part of any agency statement of 
general or particular applicability and future effect designed to implement, inter- 
pret, or prescribe law or policy or to describe the organization, procedure, or 
practice requirements of any agency and includes the approval or prescription 
for the future of rates, wages, corporate, or financial structures or reorganizations 
thereof, prices, facilities, appliances, services, or allowances therefor or for valua- 
tions, costs. or accounting, or practices bearing upon any of the foregoing.” 
“Rule making” is defined to mean “agency process for the formulation, amend- 
ment, or repeal of a rule.” 

Section 2 (d) defines “order” to mean the whole or any part, of the final dis- 
position of any agency in any matter “other than rule making but including 
licensing.” 

Section 2 (e) defines the term “license” to include “the whole or part of any 
agency permit, certificate, approval, registration, charter, membership, statutory 
exemption, or other form of permission.” It defines “licensing” to include “agency 
process respecting the grant, renewal, denial, revocation, suspension, annulment, 
withdrawal, limitation amendment, modification, or conditioning of a license.” 

The definition of licensing in section 2 (e), quoted above, if standing alone, 
would appear to include such NPA actions as the authorization of production 
and construction schedules and possibly any permission to use any type of material 
in any specified amount. However, section 2 (d) would appear to exclude from 
the definition of “order,” and accordingly from the definition “licensing,” any 
activity which comes within the definition of rule making. In this connection, it 
will be noted that the term “rule” includes a statement of “particular applica- 
bility.” The Attorney General’s Manual on the Administrative Procedure Act 
commencing at page 13, discuses the distinction between rule and rule making, 
order and adjudication, and license and licensing, and recognizes that there is an 
apparent overlapping between the definitions in many cases. 
set forth therein is as follows: 

“More broadly, the entire act is based upon a dichotomy between rule mak- 
ing and adjudication. Examination of the legislative history of the definitions 
and of the differences in the required procedures for rule making and for ad- 
judication discloses high practical concepts of rule making and adjudication. 
Rule making is agency action which regulates the future conduct of either groups 
of persons or a single person; it is essentially legislative in nature, not only be- 
cause it operates in the future but also because it is primarily concerned with 
policy considerations. The object of the rule making proceeding is the imple- 
mentation or prescription of law or policy for the future, rather than the evalu- 
ation of a respondent’s past conduct. Typically, the issues relate not to the 
evidentiary facts, as to which the veracity and demeanor of witnesses would 
often be important, but rather to the policy-making conclusions to be drawn from 
the facts. (Senate hearing (1941), pp. 657, 1298, 1451.) Conversely, adjudica- 
tion is concerned with the determination of past and present rights and liabilities. 
Normally, there is involved a decision as to whether past conduct was unlawful, 
so that the proceeding is characterized by an accusatory flavor and may result 
in disciplinary action. Or, it may involve the determination of a person’s right 
to benefits under existing law so that the issues relate to whether he is within 
the established category of persons entitled to such benefits. In such proceed- 
ings, the issues of fact are often sharply controverted (S. Rept. p. 39, S. Doc. 


we 
p. 39, S. Doe. p. 225) ; 92 Congressional Record 5648 (S. Doc. p. 353).” 

On the basis of the foregoing test we would incline to the view that NPA 
authorizations of production and construction schedules are exercises of the 
rule making rather than the licensing function. Accordingly, it would appear 
that section 9 (b) of the Defense Production Act would not apply to these 
activities. This view would appear to be substantiated by the fact that the first 
sentence refers to licenses “required by law” and the second sentence speaks of 
“the institution of agency proceedings.” It should also of course be borne in 
mind that the NPA actions of the type under consideration are taken primarily 
for the purpose of providing for the distribution of materials rather than for the 
purpose of allowing only certain persons to use such materials or to engage in a 
particular type of activity. 

Nevertheless, it is quite apparent that the general field is one in which no clear 
and precise answer may be given, so that as a result considerable litigation may 
ensue to clarify the law in this field, should these portions of the Administrative 
Procedure Act become applicable to NPA activities. 


The general test 
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PROVISIONS NOW MADE FOR PUBLIC HEARINGS 


We believe that special mention also should be made of the proceedings which 
are conducted before the NPA Appeals Board, and before the hearing com- 
missioners who handle the compliance matters. Neither type of procedure is 
one which is required by statute, since the matters involved are in each case 
matters for the exercise of agency discretion. (See L. P. Steuart & Bro., v. 
Bowles, 322 U. S. 398, 1944.) However, the appeals board provides an orderly 
procedure whereby any aggrevied party may have reviewed in an open hearing 
the impact of any NPA regulation or order upon his individual situation. The 
functioning of this board is outlined in NPA Regulation 5, enclosed. The hear- 
ing commissioners handle cases dealing with the withholding of allotments 
or other action where a party has not conformed to the requirements of NPA 
orders and regulations. We desire to afford any such party the opportunity for 
a full and open hearing prior to the taking of any such administrative action, 
and believe that the hearing before the hearing commissioners accomplishes this 
objective. We are enclosing copies of General Administrative Order 16-06 and 
Implementation 1 to that order relating to this subject. We feel that the hear- 
ings conducted both by the Appeals Board and the hearing commissioners are 
carried on in a manner which conforms to the spirit of the Administrative 
Procedure Act and assure that any party dealing with the NPA is given due 
process of law. 


UNITED STATES DEPARTMENT OF COMMERCE 
NATIONAL PRODUCTION AUTHORITY 
OPERATING MANUAL 
Volume III 
GENERAL PROGRAM ORDERS 


General Program Order No. 5. 

Effective date: December 3, 1951. 

Supersedes General Program Order No. 5, issued May 22, 1951. 

Issued through the Operating Procedures Division. 

Subject : Initiation, Preparation, Circulation, Clearance and Issuance of Orders 
and Regulations. 

Approved: Manly Fleischmann. 


INDEX 
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tions | Orders and Related Documents-_- 12 
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Clearance of Proposal_ Administration 13 
NPA Order Clearance Committee___~ 
1. Purpose and Scope: 

1 This General Program Order defines responsibilities and establishes the 
manner of initiating, preparing, circulating, clearing and the issuing of orders 
and regulations of the National Production Authority... 

.02 All references herein to an “order” shall be considered to include only 
orders, regulations, directions, supplements, schedules, and their amendments, 
and revocations which may be issued and published by the National Production 
Authority. 

.038 The Clearance Committee referred to in this order is the NPA Order 
Clearance Committee as described in section 8. 

2. Basic Policies: 

.01 An order shall be issued only when it is necessary to effectuate the pur- 
poses of the Defense Production Act, as amended from time to time. 

.02 There shall be consultation with industry representatives in developing 
proposals. As prescribed in General Program Order No. 6 (revised), industry 
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advisory Committees are to be used as the principal means of accomplishing such 
consultation. The proper industry advisory committee(s) should be consulted 
as early in the development of an order as is practicable. 

03 To the extent possible and consistent with the urgencies of defense mobili- 
zation all constituent units of NPA and all-Federal Departments and Agencies 
engaged in the national defense program shall be given opportunity to review pro- 
posed orders. Recommendation, comments and objections from the above shall 
be give full consideration. 

.O4 All Orders and Regulations of NPA shall be issued in accordance with 
NPA Notice No. 2, and such action shall be taken only when the proposed order or 
regulation is accompanied by written evidence that: 

1 The order or regulation is approved for issuance by an official having 
authority to give such approval; and 
2 The order or regulation is approved for legal form and legal effect by 
the Office of the General Counsel. 
38. Initiation of a Proposal: 

01 The Director of a Division or other person with jurisdiction shall be pri- 
marily responsible for identifying the need for an order within the area of his 
functional assignments. He shall also be responsible for initiating and for pre- 
paring the proposal; and for carrying it forward, as the sponsor, through the 
development and clearance stages. The term “sponsor” is used hereinafter to 
mean the Division Director (or other person) who initiates a proposal. 

02 In initiating a proposal the sponsor shall prepare a Notice of Intent in 
accordance with the instructions and format given in Supplement No. 1 (A) of 
this General Program Order. The purpose of a Notice of Intent is to afford a 
convenient means whereby interested NPA personnel and appropriate Defense 
and Claimant Agencies may be appraised at an early stage of anticipated orders 
so that they may determine the impact of such an order on their areas. Earlier 
advice of a proposal may be made through the Status Report issued weekly by the 
Orders and Regulations Division. 

08 The sponsor shall submit the Notice of Intent to the appropriate Assistant 
Administrator or Office Director for approval. Such approval must be obtained 
before legal counsel is authorized to draft the proposed order. 

4 Two copies and a mimeographed stencil (letter size) of the approved 
Notice of Intent shall be forwarded by the approving Assistant Administrator or 
Office Director to the Orders and Regulations Divisions for appropriate distribu- 
tion. 

.05 Defense Agencies and NPA units receiving the Notice of Intent should 
make whatever recommendations and suggestions they consider appropriate be- 
fore the closing date specified in the Notice of Intent. 

.06 If, after circulation of a Notice of Intent, it is decided not to proceed with 
the development of a proposal, the sponsor shall prepare for the approval of 
the appropriate Assistant Administrator or Office Director, a memorandum 
entitled Cancellation of Notice of Intent which shall identify the particular 
proposal to be withdrawn and a brief statement of the reason(s) for the can- 
cellation. Two copies and a mimeograph stencil (letter size) of the approved 
Cancellation of Notice of Intent shall be forwarded by the approving authority 
to the Orders and Regulations Division for distribution to the parties who 
received the Notice of Intent. 

.07 The Director of any NPA Division with the approval of the appropriate 
Assistant Administrator or Office Director, may recommend the issuance or 
revocation of any order regarding a matter coming under the jurisdiction of a 
different bureau or office. Such recommendation, prepared in memorandum form, 
shall be submitted to the bureau or office with jurisdiction, with copies for- 
warded to the Assistant Administrator for Policy Coordination and the Director 
of the Orders and Regulations Division. 

}. Development of a Proposal: 

1. The sponsor shall work closely, from the outset, with legal counsel. In 
developing a proposal the sponsor shall consult officials whose areas of re- 
sponsibility are primarily affected by the proposal, and such officials within 
NPA and the Defense Agencies should assist in the development. 

02. Concurrently with the drafting of a proposed order the sponsor shall 
prepare the related report and application forms, transmittal and form letters, 
instructions, procedures and standards and criteria for taking official actions. 
Forms, letters, and procedures shall be developed and clearances obtained with 
the assistance of the Office of Production Analysis, the staff of the Assistant 
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Administrator for Production Controls and the Operating Procedures Branch 
(Policy Coordination Bureau). In accordance with GPO-14 and PID-17 the 
sponsor, with the assistance of the Program Coordination Division (Policy 
Coordination Bureau), shall develop standards and criteria for taking official 
actions under the proposed order. 

.08 The sponsor shall prepare a Justification, in accordance with Supplement 
1 (B) hereto. The Justification must provide clear and complete evidence to 
show that the proposed order is necessary to effectuate the purposes of the 
Defense Production Act and is in accord with established policies and controls. 
Also it should provide comprehensive statistical and economic data and the 
background information that cannot be appropriately stated in the order itSelf. 
The recommendations of the industry advisory committee should be indicated 
together with a description of the degree to which the recommendations agree 
with the proposal. If the industry advisory committee recommendations are at 
variance with the proposal, the reasons for departing from them should be 
given. Reasons shall be given if there has been no consultation with an industry 
advisory committee. The Justification should clearly state what the proposal 
does, why it is necessary, and low it will accomplish its purpose. 

4 Two copies and a mimeograph stencil (letter size) of the draft of a 
proposed order and the related Justification shall be forwarded to Orders and 
Regulations Division, after approval by legal counsel and the appropriate 
Assistant Administrator or Office Director. The sponsor shall be responsible 
for obtaining these approvals. 


5. Circulation of a Proposal: 


1 The Director of the Orders and Regulations Division shall be responsible 
for determining, as to policy and substance, whether a proposal is suitable for 
circulation. 

02 The draft of the proposed order together with the Justification shall be 
given an appropriate reference number for purposes of identification by the 
Orders and Regulations Division and shall be duplicated and distributed within 
one working day after approval for circulation. 

08 Proposals shall be circulated by the Orders and Regulations Division 
to all bureaus, offices and divisions of NPA and to all other Federal Departments 
and Agencies which have been designated as defense agencies and whose respon- 
sibilities for defense mobilization may be directly affected by NPA orders and 
regulations. 

Ot The Orders and Regulations Circulation List shall be restricted to names 
of persons who have been designated by competent authority as being authorized 
to receive and act on proposals. The control and maintenance of the Orders 
and Regulations Circulation List shall be a responsibility of the Orders and 
Regulations Division. 

.O5 Generally all proposals shall be in circulation for at least four working 
days. Circulation within two working days shall be reserved for emergencies 
and for proposals which do not involve substantial changes or controversial 
issues. The specified period of circulation shall start at the beginning of business 
on the working day following the actual distribution of the proposal. The 
Director of the Orders and Regulations Division shall be responsible for speci- 
fying the period of time a proposal will be in circulation. 

.06 All recommendations, comments or objections concerning the proposal 
shall be submitted to the sponsor in writing during the circulation period, with 
one copy addressed to the Orders and Regulations Division. Concurrence with 
a proposal shall be assumed unless the recommendations, comments or objections 
are received by the close of business on the last day of the specified circulation 
period. 

7 If, after circulation of a proposal, it is decided not to proceed, the sponsor 
shall prepare for the approval of the appropriate Assistant Administrator or 
Office Director a memorandum entitled Cancellation of Proposal which shall 
identify the particular proposal to be withdrawn and a brief statement of the 
reason(s) for the cancellation. Two copies and a mimeograph stencil (letter 
size) of the approved Cancellation of Proposal shall be forwarded by the 
approving authority to the Orders and Regulations Division for distribution to 
the parties who received the proposal. 


6. Delegations of Authority and Standards and Criteria for Official Actions: 


01 During the circulation period of a proposed order the sponsor shall submit 
his request for delegations of authority to take official actions under the proposed 
order. Such requests shall be prepared and forwarded for approval in accordance 
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with General Program Order No. 4 and the Operating Procedures relating 
thereto. Recommended standards and criteria for taking official actions shall 
be concurrently submitted to the Program Coordination Division in accordance 
with GPO-14 and PID-17. 


7. Clearance of Proposal: 


01 At the expiration of the time period specified for the submission of 
recommendations, comments and objections, the sponsor, with the assistance of 
legal counsel, shall make every effort to resolve differences by individual consul- 
tations. Whenever differences are not resolved by individual consultations, the 
Director of the Orders and Regulations Division may at the request of the 
sponsor (or objector) arrange for an informal meeting for the purpose of 
resolving differences. 

02 When in the opinion of the Director of the Orders and Regulations Divi- 
sion the proposal is ready for consideration by the Clearance Committee the pro- 
posal shall be scheduled. 

8. NPA Order Clearance Committee: 

O01 The NPA Order Clearance Committee has been established to review or- 
ders prior to issuance. The Committee will consider proposals in their final 
form together with unresolved objections. 

.02 The NPA Order Clearance Committee will be headed by the Director of 
the Orders and Regulations Division as Chairman, who will also serve as the 
representative of the Policy Coordination Bureau, and will include a representa- 
tive from each bureau and office of NPA. Defense and Claimant Agencies, as 
listed in DPA Order No. 1, may on request attend whenever an item in which 
they have a special interest is under consideration. 

08 Attendance at Clearance Committee meetings shall be held to a minimum, 
and so far as practicable shall be confined to members and sponsors of orders. 
Attendance by other than members shall be by invitation only. 


9. Preparation and Submission of the Proposed Order for Consideration by the 
Clearance Committee: 

1 The final draft of a proposed order shall be prepared in mimeograph sten- 
cil form (letter size and double-spaced) with two carbon copies. The sponsor 
shall also prepare a memorandum, in stencil form with two carbon copies, ad- 
dressed to the Director, Orders and Regulations Division setting forth all changes 
from the circulated proposal appearing in the final draft, with reasons for the 
changes, and any unresolved differences still remaining. In the event that the 
original justification no longer is appropriate due to numerous changes, a final 
justification, in mimeograph form with two carbon copies, shall be prepared and 
submitted. 

02 An original and one copy of Form GA-1, ‘Recommendation for Issuance of 
Order or Regulation”, shall accompany the final draft. The signatures of the 
sponsor, legal counsel, the appropriate Assistant Administrator or Office Director, 
the General Counsel (or Assistant General Counsel) and the Assistant Adminis- 
trator for Production Controls shall be required on the original of the form. The 
sponsor shall be responsible for obtaining these signatures. 

.03 To provide for accurate underlining in the printed amendment of an order 
the legal counsel, in preparing the final draft of an amendment, shall state the 
entire paragraph(s) or section(s) affected and underline the change in wording. 
This underlining of changes does not apply to a document which is being revised 
in its entirety or to a slip amendment. If a section or paragraph is deleted its 
designation should be retained with a parenthetical reference to its date of 
deletion. Appropriate references in the preamble to changes made shall be indi- 
cated in accordance with General Counsel instructions to meet Federal Register 
requirements, 

.04 Upon receipt of the above, the Orders and Regulations Division shall cir- 
culate to the Orders and Regulations Circulation List the memorandum described 
in paragraph .01 above, and to the extent possible, indicate when the proposal will 
be considered by the Clearance Committee; and shall circulate to the Clearance 
Committee members both the memorandum and final draft of the proposed order. 

05 The Orders and Regulations Division shall circulate an agenda to the 
entire Orders and Regulations Circulation List indicating the items for discussion 
by the Clearance Committee. The Chairman of the Clearance Committee may 
recommend issuance of a proposed order without consulting the Clearance Com- 
mittee if such proposed order has been circulated and no unresolved dissents 
remain. 
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.06 After consideration of the proposal and having obtained the advice of the 
Clearance Committee, the Director of the Orders and Regulations Division shall 
make such recommendations to the Assistant Administrator for Policy Coordina- 
tion as may be considered appropriate. 


10. Issuance of an Approved Order: 


01 The issuance date of an order (usually the date of filing with the Federal 
Register) shall be established in accordance with Supplement No. 2 so as to pro- 
vide at least three working days after the order or regulation is released by the 
Orders and Regulations Division to the Recording Secretary for issuance. This 
interval is required for the processes involved in printing, advanced distribution 
to NPA Field Offices, and publications in the Federal Register. (Supplement No. 
2 to GPO No. 5 explains this in detail). The Director of the Orders and Regula- 
tions Division shall be responsible for establishing the issuance date. 

02 The Orders and Regulations Division shall be responsible for the mainten- 
ance and control of the NPA numbering system for approved orders. 

03 The Recording Secretary shall be responsible for maintenance of the 
official case record of an order. For this purpose he shall be provided with the 
following documents by the Orders and Regulations Division: ‘The mimeo- 
graphed master copy and five additional copies of the order as approved for 
issuance, the original copy of Form GA—1 bearing the signatures of the officials 
who recommended approval or disapproval, and the Justification. 

04 The Recording Secretary is responsible as Liaison Officer for submission 
of orders to the Federal Register. In this capacity and as Recording Secretary, 
he is responsible for seeing that orders conform to the requirements of the Federal 
Register Act, the Administrative Procedure Act and the Federal Regulations 
before signing and releasing such documents to the Federal Register. 

.05 The Recording Secretary shall be responsible for the delivery of two copies 
of an approved order to Printing Services (Department of Commerce) for printing 
and general distribution. 

06 As soon as a proposal has been approved for issuance and the issuance date 
assigned, the Orders and Regulations Division shall forward a copy of the pro- 
posal indicating approval and official issuance date to the appropriate Division 
Director for his use in completing necessary policy and administrative arrange- 
ments and operating processes. 


11. Public Information Concerning an Order: 


01 The sponsor of an order shall keep the Office of Public Information, 
through the OPI information officer regularly assigned to the sponsoring unit, 
continuously advised of the status of proposed orders and shall notify that office 
as far in advance as possible when a final draft of a proposal is to be submitted 
for approval. 

02 The Office of Public Information will plan coneurrently with the develop- 
ment of orders, the appropriate information program. The Orders and Regula- 
tions Division shall be responsible for providing the Office of Public Information 
with a copy of the final draft of a proposed order and for notifying that office of 
the official issuance date and number of an approved order. 

08 Information concerning a proposed order before public announcement shall 
be restricted to the persons who are specifically authorized to receive and act on 
proposals. Exceptions to this policy may be made in the case of consultation with 
industry advisory groups when it can be shown that such consultation is not econ- 
trary to the public interest. In such cases, the information shall be made public 
by the Office of Public Information, in accord with NPA policy on public informa- 
tion, which requires that discussions in industry advisory committee meetings 
shall be made public. 


12. Security Classification of Proposed Orders and Related Documents: 

01 The person who prepares any document referred to herein shall be respon- 
sible for assignment of proper security classification to the document, in accord- 
ance with General Administration Instruction 2064. 

02. Unless a high classification is assigned, all documents mentioned in this 
order which are prepared for circulation within NPA and other agencies shall be 
classified as “Administratively restricted—for Government use only and not for 
publie disclosure”. 

13. Administration: 


01 The Director of the Orders and Regulations Division shall be responsible 
for the administration of this order and he is hereby authorized to grant or deny 
requests for exceptions to its provisions. 
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SuPpPLEMENT No. 1 To GENERAL PROGRAM ORDER NO. 5 
A—FOoORMAT FOR NOTICE OF INTENT 


Instructions: The use of the following format is required by GPO 
No. 5, Section 3.02 (Notice of Intent). Prepared on mimeograph stencil 
(letter size) with at least two copies. Copy everything except paren- 
thetical statements which are merely informative as to the subject 
matter to be covered under the related heading. More or less space may 
be allotted under appropriate headings as circumstances warrant. An 
entry must be made under each heading. Where heading is not appli- 
cable, enter “not applicable”. Start memorandum fifteen lines from top 
of first page of stencil so as to provide space for Orders and Regula- 
tions Division to enter closing date for comments and other related 
information. 


Memorandum 


(Use higher security classification if appropriate) 
Administratively idministratively 
Restricted Restricted 
This Document is the property of the United States Government, 

Disclosure to any unauthorized person is strictly forbidden. 


No.: (To be inserted by Orders and Regulations Division) Date: (Enter 

To: (Appropriate Assistant Administrator or Office Director ) date sponsor 
From: (Sponsor of Proposed Order ) submits for 

Subject: (Specify Notice of Intent and give short title of approval) 


proposed order ) 
I. MATERIAL OR PRODUCT 


(Describe briefly the materials or products and the industries to be controlled 
or particularly affected.) 
II. NEED AND URGENCY 


(Explain the need for and urgency of the proposed order in relation to estab- 
lished policies, approved programs and the purposes of the Defense Production 
Act.) 

Ill. TYPE OF CONTROL 


(Leseribe briefly the kinds of control contemplated ; e. g., allocation, limitation 
on production or use, restriction on delivery, etc.) 


IV. SUMMARY OF ANTICIPATED BENEFITS AND EFFECTS 


(Summarize the nature and scope of the probable significant benefits as to 
those following sub-headings which are applicable.) 

Production for defense, defense supporting activities, civilian supply, small 
business, employment, price stabilization, export trade, other. 


V. INDUSTRY ADVISORY COMMITTEES 


(Identify industry advisory committees that have been or are being consulted 
in the development of the proposal and state if they concur with the proposal. 
If no industry advisory committees have been or will be consulted in the develop- 
ment of the proposals, state reasons for lack of such consultation. In this con- 
nection see particularly Sections 4.06 and 4.07 of General Program Order No. 6 
(revised ).) 


VI. GROUPS AND AGENCIES TO BE CONSULTED IN DEVELOPMENT OF PROPOSAI 


(Identify NPA bureaus, offices and divisions and other Federal Agencies who 
have been or will be consulted in the development of the proposal and state 
if they concur with the proposal.) 


VII. ADDITIONAL SIGNIFICANT INFORMATION 


(Furnish information considered to be of importance which is not covered 
elsewhere on the form.) 
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Official to be Contacted: (Name, phone number, room number and building 
of person having primary working responsibility for the proposal.) 


PE Bis ios is IY Saget Cas ere he Ba Dee? ciisshice.. 
(Assistant Administrator or Office Director of the 
appropriate Bureau or Office) 


B—ForMAT FOR JUSTIFICATION 


Instructions: The use of the following format is required by GPO 
No. 5, Section 4.03 (Justification). An adequately prepared Justifica- 
tion reflects the WHAT, WHY, and HOW of a proposed order. This 
Justification becomes a part of the official permanent file. 

Prepare on mimeograph stencil (letter size) with at least two copies. 
Copy everything except parenthetical statements which are merely in- 
formative as to the subject matter to be covered under the related 
heading. More or less space may be allotted under appropriate headings 
as circumstances warrant. An entry must be made under each heading. 
Where heading is not applicable, enter “not applicable”. Start memo- 
randum fifteen lines from top of first page of stencil so as to provide space 
for Orders and Regulations Division to enter closing date for comments 
and other related information. 


Memorandum 
Administratively (Use higher security classification Administratively 
Restricted if appropriate) Restricted 


This document is the property of the United States Government. 
Disclosure to any unauthorized person is strictly forbidden. 


No.: (To be inserted by Orders and Regulations Division) Date: (Enter 

To: (Assistant Administrator for Policy Coordination) date sponsor 

From: (Sponsor of proposed order) submits for 

Subject: (Specify Justification and give short title of proposed approval) 
order ) 


I, WHAT THIS PROPOSAL DOES 


(Describe the materials or products and the industries to be controlled or par- 
ticularly affected and the kinds of control contemplated : e. g., allocation, limita- 
tion on production or use, restriction on delivery, etc.) 


Il. WHY IS THIS ORDED NEEDED 


(Give a comprehensive explanation of the need for and urgency of the proposed 
order to carry out established policies and the purposes of the Defense Production 
Act. The proposal should be supported by statistical and economic data, Indi- 
cate applicable policy decision, Program Determinations, and Program Implemen- 
tation Decisions.) 


III, EFFECT OF PROPOSED ACTION ON EXISTING CONTROLS 


(Explain the relationship between the proposed order and other NPA Orders 
and Regulations, Program Determinations and Program Implementation Deci- 
sions, Division Requirements Committee Decisions or Reports and other Policy 
Statements. ) 

IV. ANTICIPATED RENEFITS AND EFFECTS 


(State the nature and scope of the probable significant benefits and effects of 
the proposed order with respect to each sub-heading. ) 


(a) Production for defense: 

(b) Defense supporting activities : 
(c) Civilian supply: 

(ad) Small business: 

(e) Employment: 

(f) Price stabilization: 

(zg) Export trade: 

(h) Other 
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V. INDUSTRY ADVISORY COMMITTEES 


(Identify industry advisory committee or committees that have been consulted 
in the development of the proposal. If there has been no such consultation, 
see (b) below.) 


(a) (Indicate recommendations of the industry advisory committee or 
committees. State if they concur with the proposal. If their recommenda- 
tions have not been followed, state the reasons for your different approach. 
Identify any major differences of opinion within the committee. ) 

(b) (Give reason if no consultation has been had with an appropriate 
industry advisory committee or committees. State clearly whether you do 
or do not recommend that this order be considered an exception to the basic 
policy requiring such consultation as set forth in General Program Orders 
No. 5 and 6.) 


VI. GROUPS AND AGENCIES CONSULTED IN DEVELOPMENT OF PROPOSAL 


(Identify NPA Bureaus, offices and divisions and other Federal Agencies who 
are primarily affected and have been consulted in the development of the proposal. 
State if they concur.) 


VII. FORMS, INSTRUCTIONS AND PROCEDURES 


(Give the status of the report and application forms, transmittal and form 
letters, instructions, and standards, criteria and procedures to be used in admin- 
istration of the proposed order.) 


VIII. ADDITIONAL SIGNIFICANT INFORMATION 


(Furnish information considered to be of importance which is not covered 
elsewhere on the form.) . 


Official to be contacted: (Name, phone number, room number and building of 
person having primary working responsibility for the proposal.) 


Approved : siete ebacabenee anaes eksighinbisin +aaaes 


(Title of Appropriate Approving Officer) 





GENERAL PROGRAM ORDER NO. 5, SUPPLEMENT 2, AS AMENDED DECEMBER 8, 1951 


Subject: The Issuance Date and Public Release Dates of an NPA Order or 

Regulation 
1. Purpose: 

01 This supplement to General Program Order No. 5 establishes a schedule of 
issuance dates and public release for National Production Authority orders, 
regulations and their admendments. This schedule is necessary to provide 
for proper filing with the Federal Register as well as to assure time for the 
printing of the documents and for distribution to the public along with attendant 
publicity and to the field offices with appropriate field instructions. 


) 


2. Issuance and Public Release Dates: 


01 Signed orders and regulations forwarded to the Recording Secretary by the 
Orders and Regulations Division before 11:00 A. M., will be issued as set 
forth below. They may be publicly released on the day of issuance. Orders 
and regulations received by the Recording Secretary after 11:00 A. M. will 
be considered as being received on the following morning. 

.02 The following schedule of issuance and public release dates is therefore 
established (subject to adjustment if legal holidays intervene) : 


Time of Submission to Recording 


Secretary Day of Issuance and Public Release 
Before 11:00 A. M., Monday Wednesday 
” ” Tuesday Thursday 
oe ” ’ Wednesday Friday 
” ” v Thursday Monday 
” ” ” Friday Tuesday 
” ?” ’? 


Saturday Wednesday 
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3. Final Clearance of Orders: 


.01 In order that the Administrator and other officials responsible for final 
clearance may be afforded adequate time for review of an order prior to 
signature, all orders intended for signature before 11:00 A. M. of any day 
shall be delivered to the Orders and Regulations Division before the close of 
business on the day prior to the day of signing. 

4. Security: 

.01 Official copies of NPA orders and regulations will be available for internal 
distribution on the morning of the date of public release. It shall be the 
individual responsibility of all National Production Authority staff to avoid 
disclosure of the text of proposed NPA orders, regulations and their amendments 
during the circulation and clearance period, and to observe their “security” 
status until the publication date. (See section 12, GPO 5.) 

5. Exceptions: 

.01 Only the Administrator, Deputy Administrator, or the Assistant Adminis- 
trator for Policy Coordination may waive adherence to the schedule of effective 
dates and public release. 

.02 In appropriate instances, justified requests for such waiver may be 
submitted by the initiating division through the Orders and Regulations Division. 
Such requests shall be submitted before the initiating division prepares and 
obtains the clearances required on Form GA-1, “Recommendations for Issuance 
of Order or Regulation” which accompanies the final draft of the order or 
regulation. 


Unirep STATES DEPARTMENT OF COMMERCE 
NATIONAL PRODUCTION AUTHORITY 
ADMINISTRATIVE MANUAL 

Part 1 


General Administrative Order No. 16—06 (Revised). 
Date of Issuance: August 31, 1951. 

Effective Date: July 21, 1951. 

Subject: Chief Hearing Commissioner. 

Section 1. Purpose 

01 The purpose of this order is to establish and delegate authority to the 
Chief Hearing Commissioner. 

02 To further implement the primary objective of the National Production 
Authority in making the most effective use of the material resources of the 
nation in the defense program, it is the objective of this order to effect an ad- 
ministrative procedure which will accord a full and fair hearing of cases re- 
ferred to the Chief Hearing Commissioner which involve non-compliance with 
orders and regulations issued under the authority of the National Production 
Authority. 

03 Po this end, the Chief Hearing Commissioner will serve to remedy dis- 
ruptions in the priorities and allocation programs and correct improper diver- 
sions of materials and facilities occasioned by non-compliance. 

Section 2. Appointments 

1 The position of Chief Hearing Commissioner is established in the Office 
of the Administrator. The incumbent shall be appointed by the Administrator. 

02 In addition there is established in the Office of the Administrator the 
position of Deputy Chief Hearing Commissioner. The incumbent shall be ap- 
pointed by the Administrator and shall report and be responsible to the Chief 
Hearing Commissioner. In the latter’s absence, or inability to serve, the Deputy 
may act for him. 

.038 The Administrator shall appoint Hearing Commissioners to assist the 
Chief Hearing Commissioner in carrying out his functions. The Hearing Com- 
missioners shall report and be responsible to the Chief Hearing Commissioner 
who will supervise their work and assign cases to them at his discretion. 
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Section 3. Delegation of Authority 

01 There is hereby delegated to the Chief Hearing Commissioner authority 
as follows: 

1 to formulate and promulgate regulations and rules of practice to 
govern administrative adversary proceedings ; 

to conduct hearings; 

Prohibit or restrict a respondent in the acquisition, possession, produc- 
tion of documentary evidence from any place in the United States, at any 
designated hearings ; 

$ to administer oaths or affirmations ; 

5 to make findings and conclusions upon all material issues of fact, law 
or discretion presented in the record ; 

6 to issue, stay, modify, or revoke suspension orders ; 

7 to exercise final review and appellate authority in all matters presented 
to him which are within his jurisdictions as prescribed in this order, and 
his decision thereon shall be final; 

8 to close cases; 

% to redelegate to an Appellate Commissioner or Appellate Commissioners 
authority to review cases; to hear appeals from suspension orders or orders 
closing cases, and from the findings and conclusions of a Hearing Com- 
missioner; to modify or revoke suspension orders or orders Closing eases ; 
and to close cases. (An Appellate Commissioner may be authorized to recom- 
mend final disposition, or make final disposition of cases reviewed or heard 
by him. Appellate Commissioners shall be responsible solely tc the Chief 
Hearing Commissioner) ; and 

10 to redelegate to Hearing Commissioners authority to conduct hearings, 
to administer oaths or aflirmations, to issue subpoenas requiring the at- 
tendance of witnesses or the production of documentary evidence: to make 
findings and conclusions in connection therewith; and to issue suspension 
orders and orders closing cases (Hearing Commissioners shall be responsible 
solely to the Chief Hearing Commissioner). 


») 
2 
o 


Section 4. Jurisdiction 


O01. The Chief Hearing Commissioner shall have jurisdiction over administra 
tive adversary proceedings under this order upon the receipt by him of a state 
ment of charges which shall be in the form of a charging letter or telegram issued 
by the General Counsel. 

Section 5. Suspension Orders 

01. Suspension orders may be issued against a respondent in any case which 
involves: 

1 The acquisition, possession, production, use or disposition by him 
materials or facilities in an amount or in a manner not permitted by) 
National Production Authority regulations, orders or directives: 

2 A material misrepresentation by him, or in his behalf, to the National 
Production Authority, or to an authorized agency thereof, in any matter 
within the jurisdiction of the National Production Authority relevant to the 
allocation or distribution of materials or facilities; or 

* Any other violation by him of the National Production Authority regu- 

lations, orders, or directives relevant to the allocation or distribution of 

materials or facilities. 
02. Suspension orders may: 
1 Withdraw or withhold priority assistance from a respondent : 
2 Withdraw or withhold allocations or allotments of materials or facilities 
from a respondent : 
3. Prohibit or restrict a respondent in the acquisition, possession, produc- 
tion, use or disposition of materials or facilities: or 

{ Otherwise require compliance with the provisions of Title I of the 
Defense Production Act or with regulations, orders or directives of the 
National Production Authority. 


Section 6. Revocation 

1 All orders or parts of orders, the provisions of which are inconsistent or in 
conflict with the provisions of this order, are hereby superseded or 
accordingly. 
Section 7. Effective Date 

.01 This order is effective July 21, 1951. 


amended 


MANLY FLEISCHMANN, Administrator. 
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Impl. 1 to NPA-GAO 16-06 
Ava. 30, 1951 


U. S. DEPARTMENT OF COMMERCE 
NATIONAL PRODUCTION AUTHORITY 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 


CHAPTER VI—NATIONAL PRODUCTION AUTHORITY, DEPARTMENT OF COMMERCE 
{Implementation 1, NPA Gen. Administrative Order 16-06] 
RULES OF Practice BrErorE HEARING COMMISSIONERS 


These rules are found necessary and appropriate to promote the national 
defense and are issued pursuant to the authority granted by section 101 of the 
Defense Production Act of 1950, as extended by Pub. Law 96, 82nd Cong., and 
NPA General Administrative Order 16-06, July 21, 1951 (16 F. R. 8628). Con- 
sultation with industry representatives in advance of the issuance of these rules 
has been rendered impracticable by the fact that the rules apply to all trades 
and industries. 

Sec. 
1. Scope of rules, 
2. Hearings in adversary proceedings. 
3. Appeals from orders. 
. Stays pending appeals. 
». Temporary suspension orders and consent orders. 


Authority: Rules 1 to 5 issued under sec. 704, 64 Stat. 816, as amended, 50 U. S. C. 
App. Supp. 2154. Interpret or apply sec. 101, 64 Stat. 799, as amended; 50 U. S. C. App. 
Supp. 2071; sec. 101, E. O. 10161, Sept. 9, 1950, 15 F. R. 6105, 3 CFR, 1950 Supp.: sec. 2, 
E. O. 10200, Jan, 3, 1951, 16 F, R. 61; NPA General Admin. Order 16—06, July 21, 1951, 
16 F. R. 8628. 

Section 1. Scope of rules. (a) These general rules will govern the procedure 
of administrative adversary proceedings before hearing commissioners. 

(b) The principal office of the Chief Hearing Commissioner is at Washington 
25, D. Cc. All communications to him should be addressed to the Chief Hearing 
Commissioner, National Production Authority, Washington 25, D. C., unless 
otherwise specifically directed. [Rule I] 

Sec. 2. Hearings in adversary proceedings. (a) Administrative action by the 
Chief Hearing Commissioner will be taken in a case only when a statement of 
charges, in the form of a charging letter or telegram, has been prepared by the 
General Counsel of the National Production Authority and referred to the Chief 
Hearing Commissioner with recommendations for appropriate action, 

(b) The statement of charges shall set forth the specific violations charged 
and the administrtaive action which may be taken. 

(ec) Following receipt of the statement of charges the Chief Hearing Com- 
missioner will forthwith designate a commissioner to hear the matter. The 
Chief Hearing Commissioner will also transmit the statement of charges te the 
respondent by registered mail (return receipt requested) or by telegram. Ac- 
companying the statement of charges, there will be a notice containing the 
following : 

(1) The name and address of the commissioner designated to hear the matter. 

(2) Astatement that the respondent may: 

(i) Submit a written denial or explanation of the charges, or 
(ii) Appear at a hearing on a date and place to be fixed, when the charges 
will be considered, and 

(3) A statement advising the respondent of the importance of presenting in 
defense or explanation all facts and circumstances bearing on his alleged vio- 
lations. 

(d) The hearing commissioner will be furnished by the Chief Hearing Com- 
missioner with two copies of the statement of charges and a statement of the 
date and method of its transmission to the respondent. 

(e) In the event the respondent desires to contest the charges, he shall. 
within ten calendar days from the date of receipt by him of the statement of 
charges, file an answer with the hearing commissioner designated to hear the 
matter. The answer shall contain a concise statement of the facts in the re- 
spondent’s defense. Respondent shall specifically admit or deny or explain each 
ws som facts alleged in the statement of charges unless the respondent is without 
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knowledge, in which case respondent shall so state. Five copies of the answer 
shall be filed with the hearing commissioner. The original shall be signed in ink 
by the respondent or an attorney at law who has been admitted to practice in 
any state or territory, or the District of Columbia. Where the respondent is a 
corporation or association, the answer may be filed through one of its officers or 
its attorney. An answer will show the office and post office address of respondent 
or his attorney. 

(f) The hearing commissioner, unless a continuance is granted, shall proceed 
with the hearing whether or not the respondent has filed an answer or pleaded 
specifically to each charge in the statement of charges, and upon failure to file 
an answer, the hearing commissioner shall take action on the charges without 
further notice to the respondent. Each charge contained in the statement of 
charges shall be deemed to be denied unless the charge is specifically admitted by 
the respondent. 

(g) At the close of the reception of evidence, or within a reasonable time 
thereafter fixed by the hearing commissioner, the parties may file for his con- 
sideration their proposed findings and conclusions, together with supporting 
priefs. Upon request of either party, oral argument thereon may be allowed by 
the hearing commissioner. 

(bh) All hearings shall be stenographically reported under supervision of the 
hearing commissioner. The transcript of the official reporter shall be made a 
part of the record and shall constitute the sole official transcript of the proceed- 
ing. Transcripts may be supplied to respondents and to the public by the official 
reporter at their cost and at rates not to exceed the maximum rates fixed by 
contract between the National Production Authority and the reporter. 

(i) The hearing commissioner will issue findings and conclusions, and an order 
of disposition in each case. All orders shall be subject to appeal by the respondent 
or by the General Counsel of the National Production Authority. 

(j) The hearing commissioner shall serve a copy of his findings and conclu- 
sions, and an order of disposition, upon each party to the proceeding. 

(k) Where the hearing commissioner concludes that the facts found constitute: 

(1) The acquisition, possession, production, use, or disposition by a re- 
spondent of materials or facilities in an amount or in a manner not permitted 


by the National Production Authority regulations, orders, or directives: or 


(2) A material misrepresentation by a respondent or in his behalf, to the 


National Production Authority, or to an authorized agency thereof, in any 
matter within the jurisdiction of the National Production Authority relevant 
to the allocation or distribution of materials or facilities; or 

(3) Any other violation by a respondent of the National Production Au- 
thority regulations, orders, or directives relevant to the allocation or distri- 
bution of materials or facilities, 

he may issue a suspension order which may : 

(4) Withdraw or withhold priority assistance from a respondent : 

(5) Withdraw or withhold allocations or allotments of materials or fa- 
cilities from a respondent ; 

(6) Prohibit or restrict a respondent in the acquisition, possession, pro- 
duction, use or disposition of materials or facilities; 

(7) Otherwise require compliance with the provisions of Title I of the 
Defense Production Act or with regulations, orders or directives of the 
National Production Authority. 

(1) The findang and conclusions and order of the hearing commissioner, to- 
gether with the record, will be filed in duplicate with the Chief Hearing Com- 
missioner. 

(m) Where the hearing commissioner concludes that the facts found do not 
constitute violations as set forth in paragraph (k) (1), (k) (2), or (k) (3) of this 
section, he will so find and will close the case by issuing an appropriate order. 

(n) In any matter before a hearing commissioner, he shall, at the instance of 
either party, issue subpoenas, requiring the attendance of witnesses for submis- 
sion of testimony or for the production of documentary evidence relevant to the 
issues in such matter. Where the application for subpoena is for the production 
of documentary evidence, such application shall specify with reasonable particu- 
larity the books, papers or documents desired. 

(o) Witnesses under subpoena shall be paid the same fees and mileage as are 
paid witnesses in the courts of the United States. Witnesses whose depositions 
are taken, and the persons taking such depositions, shall severally be entitled to 
the same fees as are paid for like services in the courts of the United States. 
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Witness fees and mileage, and fees for depositions, shall be paid by the party at 
whose instance witnesses appear. [Rule II] 

Sec. 3. Appeals from orders. (a) Any person or corporation affected by the 
provisions of an order issued under section 2 (i) or of a temporary suspension 
order issued under section 5 (a), may appeal from any or all provisions of the 
order to the Chief Hearing Commissioner. 

(b) The Government as well as the respondent, shall have the right of appeal 
in all proceedings under these rules. 

(c) An appeal shall be initiated by filing an original and five copies of a notice 
of intention to appeal with the Chief Hearing Commissioner within ten calendar 
days from the date of service of an order upon the appellant. An original and five 
copies of an appeal brief shall be filed with the Chief of Hearing Commissioner 
within thirty days from the date of service of an order upon the appellant. The 
appeal brief shall set forth points and arguments advanced by appellant in 
opposition to the order and the findings and conclusions. The appeal may also 
set forth the effect of the order upon the appellant’s operations. Arguments bear- 
ing on the policy embodied in the orders or regulations which respondent has been 
found to have violated will not be considered. 

(d) Within fifteen calendar days after the filing of an appeal brief the other 
party may file an original and five copies of an answer to the appeal. <A copy of 
any such answer shall be furnished the appellant by the Chief Hearing Com- 
missioner. Within five calendar days from the receipt of the answer, appellant 
may file with the Chief Hearing Commissioner an original and five copies of a 
reply, a copy of which shall be furnished by the Chief Hearing Commissioner to 
the other party. 

(e) The Chief Hearing Commissioner may permit the parties to appear and 
make oral presentation of the matter of appeal. Both parties will be given 
notice of the time and place of the hearing. 

(f) The Chief Hearing Commissioner shall hear an appeal which he may either 
grant or deny in whole or in part and his decision thereon shall be final; or he 
may designate an appellate commissioner to hear an appeal. The appellate 
commissioner so designated will recommend action to the Chief Hearing Com- 
missioner or, where authorized by the Chief Hearing Commissioner, he will 
either grant or deny the appeal in whole or in part and his decision thereon shall 
be final [Rule IIT]. 

Sec. 4. Stays pending appeals. After the initiation of an appeal, the Chief 
Hearing Commissioner, or his deputy, upon a showing of irreparable harm, may 
in his discretion stay the provisions of the order appealed from, pending dis- 
position of the appeal. An application for a stay must be made in writing to 
the Chief Hearing Commissioner [Rule IV]. 

Sec. 5. Temporary suspension orders and consent orders. (a) Upon applica- 
tion of the General Counsel and on showing of irreparable harm the Chief Hearing 
Commissioner, or his deputy, may in his discretion at any time issue a temporary 
suspension order. In any such case the application will be accompanied by a 
statement of charges. Whenever a temporary suspension order is issued, the 
respondent will be promptly advised of the issuance of such order and informed 
of the charges against him and of his right to be heard thereon. In every case 
where a temporary suspension order has been issued, a hearing will be held 
thereon before a hearing commissioner as soon as practicable. Following the 
issuance of a temporary suspension order, the matter will otherwise proceed in 
accordance with the other provisions of these rules. 

(b) The Chief Hearing Commissioner or his deputy may, at any time, on the 
application of the General Counsel, direct the issuance of a suspension order 
upon the consent of the respondent, and the issuance of specific exceptions from, 
or authorizations under, suspension orders. 

(c) The Chief Hearing Commissioner or his deputy may also, at any time, 
revoke or modify any suspension order by diminishing the period of suspension 
or the restrictions imposed though no appeal from the order has been taken by 
the respondent. [Rule V.] 


Issued this 30th day of August 1951. 


NATIONAL PRODUCTION AUTHORITY, 
WALTER H. Foster, 
Chief Hearing Commissioner. 
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NPA Reg. 5 
As AMENDED 
Oct. 11, 1951 
U. S. DEPARTMENT OF COMMERCE 


NATIONAL PRODUCTION AUTHORITY 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 
CHAPTER VI——-NATIONAL PRODUCTION AUTHORITY, DEPARTMENT OF COMMERCE 
NPA Reg. 5 as amended Oct. 11, 1951] 
APPEALS 


This regulation as amended is found necessary and appropriate to promote 
the national defense and is issued under the authority granted by section 101 
of the Defense Production Act of 1950, as amended. Consultation with industry 
representatives in advance of the issuance of this regulation as amended has 
been rendered impracticable by the fact that the regulation applies to all trades 
and industries. 

NPA Reg. 5, as last amended August 29, 1951, is hereby amended in the follow- 
ing respects: In paragraph (c) of section 2, and again in paragraph (b) of 
section 4, the date August 29, 1951, is substituted for the expression “the effective 
date of this regulation, as amended ;” the word “three” is deleted from the first 
sentence of section 3; and paragraph (b) of section 5 is amended to provide for 
decisions by a majority of the Appeals Board members who hear, or consider 
(in the absence of hearings) the appeal. As so amended, NPA Reg. 5 reads as 
follows: 


Sec. 
1. What this regulation covers. 
. Grounds for appeal. 
. NPA Appeals Board. 
Rules for filing appeals. 
. Decisions. 
Procedures of the NPA Appeals Board. 
Hearings by the NPA Appeals Board. 
. Presentation of case at a hearing. 
. Interested parties. 

AuTHORITY : Sections 1 to 9 issued under sec. 704, 64 Stat. 816, as amended; 50 U.S. C. 
App. Sup. 2154. Interpret or apply sec. 101, 64 Stat. 799, as amended; 50 U. S. C. App 
Sup. 2071: sec. 101, E. O. 10161, Sept. 9, 1950, 15 F. R. 6105; 3 CFR, 1950 Supp. ; see. 2, 
EB. O. 102009, Jan. 3, 1951, 16 F. R. 61. 

Section 1. What this regulation covers. This regulation specifies the “appeals” 
procedure of the National Production Authority and the operations of the NPA 
Appeals Board. It does not apply to appeals from suspension orders issued, 
or other action taken in connection with compliance proceedings. 

Sec. 2. Grounds for appeal. Orders and regulations issued by NPA provide 
for applications for adjustment or exception. Such an application is granted 
or denied on the decision of the NPA official administering the particular order 
or regulation. 

(a) Any person who has filed an application for adjustment or exception 
requesting relief from a provision of an order or regulation issued by NPA, and 
any person who has applied to NPA for a CMP allotment or an allocation author- 
ization pursuant to an order or regulation issued by NPA and who has thereafter 
filed an application for adjustment or exception requesting relief from the action 
taken on his application for a CMP allotment or an allocation authorization may 
appeal to the NPA Appeals Board from the decision on his application for adjust- 
ment or exception, upon the ground that such decision : 

(1) Works an exceptional and unreasonable hardship on him which is not 
suffered generally by others in the same trade or industry, or in the same 
relative position ; or 

(2) Results in unreasonable discrimination against him: or 

(3) Is not in the public interest or the interest of the national defense. 

(b) If a person has new and substantial facts to submit which were not in- 
cluded in his application for adjustment or exception, he should not file an 
appeal to the NPA Appeals Board, but first should apply to the NPA official 
administering the applicable order or regulation for reconsideration of his 
application for adjustment or exception upon the basis of these new facts. Then, 
if the reconsideration does not result in a decision satisfactory to him, he may 
file an appeal on the grounds stated in paragraph (a) of this section. 
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(ec) An application for reconsideration may not be made more than 30 days 
after the date of the NPA decision with respect to the application for adjustment 
or exception except that, in the case of a decision made before August 29, 1951, 
with respect to an application for adjustment or exception requesting relief from 
the action taken on an application for a CMP allotment or an allocation authori- 
zation, such application for reconsideration may be filed within 30 days after 
August 29, 1951. 

(d) As used in this regulation, “CMP allotment” means an authorized produc- 
tion schedule and a related allotment of controlled materials or an authorized 
construction schedule and a related allotment of controlled materials: and ‘‘al- 
location authorization” means an authorization to deliver, accept delivery of, or 
use, a specified quantity of a particular material. 

Sec. 3. NPA Appeals Board. The NPA Appeals Board is established as an 
impartial body consisting of officials of the NPA. It acts as the final agency 
authority in considering appeals permitted under section 2 of this regulation. 

Sec. 4. Rules for filing appeals—(a) Form of appeal. An appeal is instituted 
by the filing of four copies of a written notice, the original of which will be signed 
by the appellant or his authorized representative, setting forth: 

(1) The name, address, and business of the appellant. 

2) The nature of the NPA action appealed from, including, but not limited 
to, its date, case number, and the order or regulation under which it was 
taken. 

(3) The grounds of appeal. 

(4) A copy of the documents evidencing the NPA action from which the 
appeal is taken. 

(5) If the appellant requests a hearing, the notice of appeal should so 
state. 

(b) Filing of appeal. (1) The notice of appeal shall be filed with the Secretary 
of the NPA Appeals Board, Office of the Administrator, National Production 
Authority, Washington 25, D.C. A notice of appeal shall be considered filed when 
it is delivered to the office of the Secretary. 

(2) A notice of appeal may not be filed more than 45 days after the date of the 
NPA decision with respect to the application for adjustment or exception except 
that, in the case of an appeal from an NPA decision made before August 29, 1951, 
on an application for adjustment or exception requesting relief from the action 
taken on an application for a CMP allotment or an allocation authorization, 
the notice of appeal may be filed within 45 days after August 29, 1951. 

(c) Additional data. The NPA Appeals Board may request the filing of ad- 
ditional data whenever it considers it necessary. 

Sec. 5. Decisions. (a) In any case in which the NPA Appeals Board deter- 
mines that relief is justified, it will grant appropriate relief to the extent permit- 
ted by the availability of materials. 

(b) The decision of the NPA Appeals Board shall be made by a majority vote 
of the members who hear the appeal; or if there is no hearing, by a majority of 
the members who consider the appeal. In the event of a tie vote, the appeal 
shall be considered to be denied. 

(c) The decision of the NPA Appeals Board shall be final. Decisions may be 
reconsidered in the discretion of the Board. 

(d) The NPA Appeals Board shall not be required to furnish written opinions. 

(e) Every party to an appeal shall be notified in writing of the decision of 
the NPA Appeals Board. 

Sec. 6. Procedures of the NPA Appeals Board. The Board will issue and 
publish rules of procedure from time to time. 

Sec. 7. Hearings by the NPA Appeals Board. In its diseretion, the NPA Ap- 
peals Board may hold a hearing on any appeal, either upon its own initiative, 
or upon request by the appellant. The appellant’s case is not prejudiced by the 
fact that he does not request a hearing. Hearings by the Board shall be public 
unless otherwise ordered by the Board. If a hearing is to be held, the NPA 
Appeals Board will fix the date, time, and place, and will notify the appellant 
thereof. 

Sec. 8. Presentation of case at a hearing. The NPA Appeals Board is not a 
judicial body. Hearings before the Board are informal. It is not required that 
the appellant be represented by counsel, but he may be if he desires. If he is 
represented by counsel but is not present at the hearing, the appellant must notify 
the NPA Appeals Board in writing that he has authorized counsel to represent 
him at the hearing and has furnished counsel with the information necessary 
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for presenting the appellant’s case. Any misrepresentation of fact, or any with- 
holding of fact, is punishable under the applicable Federal statutes. 

Sec. 9. Interested parties. In the discretion of the NPA Appeals Board, inter- 
ested persons or Government agencies, offices, or departments, may intervene as 
parties to an appeal, to the extent determined by the Board. 


This regulation, as amended, shall take effect on October 11, 1951. 


NATIONAL PropUCTION AUTHORITY, 
By JOHN B. OLVERSON, 
Recording Secretary. 





RULES APPLICABLE TO MEETINGS WITH GROUPS OF INDUSTRY REPRESENTATIVES 


(As Revised Effective January 2, 1952) 
1. Purpose: 


1, The purpose of this order is to prescribe the rules applicable to meet- 
ings of representatives of the National Production Authority with groups of 
industry representatives. 

02. The limitations and restrictions put upon such meetings in this order are 
intended to assure (a) the National Production Authority the benefits of a true 
cross section of industry opinion in the development and administration of the 
defense program, and (b) participating members that industry advisory meet- 
ings conducted in conformity with these limitations and restrictions will not be 
viewed by the Attorney General as constituting independent violations of the 
antitrust laws. 


2. Limitations on Meetings with Groups of Industry Representatives: 


01. No representative of the National Production Authority shall call to- 
gether groups of industry representatives except in accordance with the pro- 
cedure set forth in this order. 

02. The provisions of this order are not to be construed as prohibiting indi- 
vidual citizens or groups of citizens from seeking discussions with employees of 
the National Production Authority. 

38. Devices for Securing Advice of Groups of Industry Representatives: 

01 Industry Advisory Committees. If meetings are desircd for the purpose 
of considering problems affecting an entire industry, or a segment thereof, or 
involving questions upon which views or recommendations of several segments 
of the industry are desirable, they shall be held and conducted as industry ad- 
visory committee meetings. Industry advisory committees shall be established 
and function in accordance with Section 4. 

02 Task Groups. If meetings are desired for the purpose of considering 
problems of a specialized or technical nature or problems requiring a considerable 
amount of time and effort, which cannot be expeditiously or practicably consid- 
ered by an industry advisory committee, such problems may be referred in writing 
to a task group which shall be established and function in accordance with 
Section 5, 

03 Special Conferences. If a meeting is desired for the purpose of considering 
or obtaining advice or information on some specialized or technical problem, or 
for the purpose of preliminary or general discussions on other problems, a special 
conference may be held in accordance with Section 6. 


}. Establishment and Functions of and Procedure Governing Industry Advisory 
Committees: 


01 Proposal for a New Industry Advisory Committee. The establishment of 
an industry advisory committee may be proposed by the director of an industry 
division. (The term “director of an industry division” shall also be construed 
to inelude the head of any Bureau or Office of the National Production Au- 
thority.) Such proposal shall be made to the Office of Industry Advisory Com- 
mittees and shall set forth: 

1 The purposes for which the industry advisory committee is to be 
established. 

2 The name, position, business connection and address of each com- 
mittee member proposed. 

38 A statement, together with supporting data and other pertinent in- 
formation, that the committee, in the opinion of the director of the in- 
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dustry division concerned, is representative of the entire industry, a segment 
or segments thereof. 

In this connection, Section 701 (b) (ii) of the Defense Production Act 
of 1950, as amended, requires that, “such business advisory committees 
shall be appointed as shall be appropriate for purposes of consultation 
in the formulation of rules, regulations, or orders, or amendments 
thereto issued under authority of this Act, and in their formation there 
shall be fair representation for independent small, for medium, and for 
large business enterprises, for different geographical areas, for trade 
association members and nonmembers. and for different segments of 
the industry”. 

4 The proposed date, time and place of the first meeting of the committee, 
the government representatives (their names, titles, addresses and agencies) 
proposed for attendance and an agenda for such meeting. 

5 The proposal shall have attached: (1) the nomination of the govern- 
ment presiding officer by the director of the industry division concerned and 
(2) a clearance memorandum from the Office of Small Business stating 
that the Office of Small Business has reviewed the proposed membership 
of the industry advisory committee and is of the opinion that such com- 
mittee affords fair representation to independent small business enter- 
prises. If the director of an industry division and the Office of Small 
Business fail to agree on the question of such fair representation, the 
matter shall be referred to the Office of Industry Advisory Committees for 
final decision. 

2 Approval of an Industry Advisory Committee. If the Office of Industry 
Advisory Committees is satisfied that the committee is representative and justi- 
fied, the committee shall be established by the Office of Industry Advisory Com- 
mittees. All invitations to serve as a member of an industry advisory committee 
shall be issued by that Office, as provided in Section 4.05 1. In order to make 
a committee as representative as practicable, the Office of Industry Advisory 
Committees may change the membership of a proposed committee, or one already 
established, either by adding names to or eliminating names from the proposed 
list, or the existing membership; in such event it shall advise the director of the 
industry division concerned of the changes to be made in order to enable the 
latter to express his views with respect thereto. No change affecting fair repre 
sentation to independent small business enterprises shall be made by the Office 
of Industry Advisory Committees without prior consultation witih the Office of 
Small Business. Generally, members shall be designated for limited terms to 
permit rotation of membership where this is feasible or desirable, provided that 
when changes or rotations are made the requirements in accordance with Sec- 
tion 4.01 3 are met. 

03 Refusals, Vacancies and Additions. In case any invitations are refused, 
vacancies occur or additional members are needed, the director of an industry 
divsion shall propose such additional members as will meet the requirements 
of Section 4.01 3, as are necessary to complete the membership of a com- 
mittee. If such additional members are approved by the Office of Industry 
Advisory Committees, it shall invite them to serve on the committee. 

04 Bligibility of Industry Advisory Committee Membership. Only those 
persons presently and directly engaged in a business or industrial enterprise 
in a supervisory, managerial, scientific or technical capacity relating to the 
production, distribution or use of a material or service shall be eligible for 
membership on an industry advisory committee established for a particular 
industry, a segment or segments thereof. 

5 Mectings of Industry Advisory Committees. 

1 Invitations and Attendance. All invitations to and notices of meet- 
ings of any industry advisory committee shall be in writing and issued by 
the Office of Industry Advisory Committees upon the receipt of a re- 
quest for a meeting from the director of an industry division or the gov- 
ernment presiding officer, together with an agenda from the direetor of 
an industry division or the government presiding officer, provided that 
the Office of Industry Advisory Committees deems such request justified 
and such agenda adequate. Such invitations shall be issued to committee 
members, appropriate representatives of National Production Authority 
units and of other Federal agencies. The Office of Industry Advisory 
Committees may also authorize a member of a committee to have a 
specified person or persons with specific qualifications accompany a mem 
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nt ber to a particular meeting, or to send a specified person or persons with 
such qualifications to attend a particular meeting, provided that such 
et specified person or persons meet the eligibility requirement set forth in 
eS Section 4.04. No other persons shall attend meetings unless authorizied 
on by the Administrator. 
ats , 2 Place of Meeting. No meeting shall be held outside of Greater Metro- 
Zo politan Washington or on other than government premises unless specific 
or 


written authorization by the Office of Industry Advisory Committees is 

ide first obtained. 

of 3 Meetings May Be Proposed by Members. A meeting of an industry 
’ advisory committee may be proposed by any three of its members to any 


ee, Office of Industry Advisory Committees which shall determine the neces- 
PS ) sity of such committee meeting. 

4 Presiding Officer. A full-time government official shall preside over 
rh- all meetings of a committee. 
ind 5 Agenda. The agenda shall be initiated and formulated by the director 
ing of an industry division or the government presiding officer. 
hip 6 Minutes. Full minutes of each meeting shall be kept in accordance 
ym- with instructions issued by the Office of Industry Advisory Committees. 
ter- The Office of Industry Advisory Committees shall decide whether minutes 
all or a summary thereof shall be distributed and, if so, to whom such dis- 
the tribution shall be made. 
for 7 Segment Attendance. If meetings are desired for the purpose of con- 

sidering problems affecting a segment or segments of an industry advisory 
try committee, meetings of a segment or segments may be called and shall be 
isti- governed by the same limitations and restrictions established herein for the 
om- full industry advisory committee. 
ttee 06 Limitations on Use of Industry Advisory Committees and the Antitrust 
ake Laws. Industry advisory committees are established as a means of maintain 
Ory ing contact between the National Production Authority and an entire industry, 
ady a segment or segments thereof, on all matters relating to the defense program. 
sed In the opinion of the General Counsel of the National Production Authority, so 
the long as Industry Advisory Committees, duly established and meeting in accord- 
the ance with this order, confine their activities to the following limitations and 
pre restrictions, such activities will not be viewed by the Attorney General as con- 
flice stituting an independent violation of the antitrust laws. 
e of 1 An industry advisory committee may discuss all subjects outlined in 
s to the agenda pertinent to the defense program and to the entire industry 
that concerned, or a segment or segments thereof, at a meeting duly called and 
Sec conducted in accordance with this order. 

2 An industry advisory committee may render advice and make recom- 
ised, mendations to the government presiding officer when requested by him to 
stry do so. 
ents 8 <An industry advisory committee shall not undertake to determine 
-om- policies nor shall its members attempt to compel or coerce any person to 
stry comply with any request or order made by the government presiding cfficer 

or any public authority, nor shall they reach any agreement or understand- 
hose ing among themselves or with the government presiding officer regarding 
rise specific acts to be taken, provided, however, that an agreement made at a 
the duly called and conducted meeting by the committee members with respect 
for to recommendations to the government shall not be prohibited. 
‘ular OF Required Use of Industry Advisory Committees. 
1 Except when such consultation is found by the Administrator to be 
impracticable, no rule, regulation, or order, or amendment thereto, which 
neet- would result in a substantial change in the rate of operation of an entire 
d by industry, a segment or segments thereof, shall be submitted for clearance 
L re- without prior consultation with the proper industry advisory committee. 
gov- Every attempt should be made to consult the proper industry advisory com- 
rr of mittee as early in the development of an order as is practicable. 
that 2 Whenever it is the opinion of the director of an industry division 
ified responsible for the preparation and circulation of a proposed order that its 
sittee unusually confidential character or the time factor require the circulation 
ority or issuance of an order of the type prescribed in Section 4.07 I without 
isor) consultation with the entire industry concerned, or a segment or segments 
ve a thereof, he shall state the reasons in writing to the appropriate Bureau or 
mem Office head to which he reports, who will then decide whether to recom- 


mend to the Administrator, through the Policy Coordination Bureau, that 
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an exception to the rule be allowed and the order be issued without 
consultation. 

3 In any case in which an order of the type prescribed in Section 4.07 1 is pro- 
posed by the director of an industry division to which the industries substantially 
affected are assigned, it shall be the responsibility of such director to effect the 
necessary consultation with the proper industry advisory committee or com- 
mittees. In any case in which the division sponsoring the order does not have 
assigned to it the industries which will be substantially affected, it shall be the 
responsibility of the director of such sponsoring division to notify the appropriate 
officials of the division to which the industries are assigned to arrange for con- 
sultation with the entire industry, a segment or segments thereof, and provide the 
representatives of the division sponsoring the order with an opportunity to pre- 
sent the order and a statement of its basis to the industry advisory committee 
convening for that purpose. 


5. Establishment and Functions of the Procedure Governing Task Groups: 


OL Establishment and Functions. The establishment of the task group, as 
provided in Section 3.02, may be proposed by an industry advisory committee or 
the director of an industry division and shall be approved, when justified, by 
the Office of Industry Advisory Committees with the concurrence of the Office of 
the General Counsel. (The term “director of an industry division” shall also be 
construed to include the head of aay Bureau or Office of the National Production 
Authority.) In determining whether or not to approve the establishment of a 
task group, the Office of Industry Advisory Committees shall devote particular 
attention to the character of the mission of the proposed group and the feasibility 
of accomplishing its objectives through the usual procedures of the industry 
advisory committee. In determining the membership of a task group, considera- 
tion shall be given to the following factors: Fair representation for independent 
small, medium and large business enterprises, for an entire industry, segment or 
segments thereof, for different geographical areas and for trade association 
members and nonmembers. 

02 Proposal for Establishing Task Groups. The director of an industry divi 
sion shall submit a proposal for the formation of a task group by memorandum 
to the Office of Industry Advisory Committees. The memorandum shall list the 
proposed members, who need not be members of an industry advisory committee, 
but who shall meet the eligibility requirement set forth in Section 4.04, the name 
of the government presiding officer, and the place of meetings and should be 
accompanied by a draft of a proposed letter of instructions to the members of the 
task group. Such letters shall set forth the precise task to be accomplished and 
the fact that the functions of the task group are solely to render advice or make 
recommendations to an industry advisory committee or the director of an indus- 
try division, as the case may be. Upon receipt of approval from the Office of 
Industry Advisory Committees, the industry division shall transmit the approved 
letter of instructions to each of the designated members of the task group and 
shall file copies with that Office at the time of transmission. 

08 Attendance. Attendance at task group meetings shall be limited to mem 
hers of the task group and appropriate representatives of the National Produc- 
tion Authority and other Federal agencies. No other persons shall attend except 
in accordance with the procedure and practices prescribed by the Office of Indus- 
try Advisory Committees. 

04 Place of Meeting. No meeting of a task group shall be held outside of 
Greater Metropolitan Washington or on other than government premises unless 
specific written authorization by the Office of Industry Advisory Committees is 
first obtained. 

5 Duration. The functions of a tax group shall be completed within sixty 
(60) days from the date of the instruction letter. An exception to this rule may 
be made upon approval by the Office of Industry Advisory Committees with the 
concurrence of the Office of the General Counsel, when proposed and justified 
by the director of an industry division. 

6 Presiding Officer and Minutes. A full-time government official shall pre- 
side over all meetings of task groups. The government presiding officer shall be 
responsible for the keeping of full minutes of each meeting, a copy of which, signed 
by him, shall be filed with the Office of Industry Advisory Committees within five 
(5) days after each task group meeting. 


6. Holding and Functions of and Procedure Governing Special Conferences: 


01 Holding and Functions. A special conference, as provided in Section 3.03, 
may be proposed in writing, with supporting justification, by the director of an 
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industry division and may be held if approved by the Office of Industry Advisory 
Committees. (The term “director of an industry division” shall also be con- 
strued to include the head of any Bureau or Office of the National Production 
Authority.) In determining who shall attend a special conference, consideration 
shall be given to the following factors: Fair representation for independent small, 
medium and large business enterprises, for an entire industry, segment or seg- 
ments thereof, for different geographical areas and for trade association members 
and nonmembers. The director of an industry division shall nominate the con- 
ferees, who need not be members of an industry advisory committee, and the gov- 
ernment presiding officer. The Office of Industry Advisory Committees may add 
names to or eliminate names from the list of conferees if it is deemed advisable. 
A communication inviting each conferee to attend a special conference and stat- 
ing its purpose shall be transmitted in such form and manner as may be deter- 
mined by the Office of Industry Advisory Committees. It shall be made clear to 
the conferees that the functions of the special conference are solely to render 
advice or make recommendations to the director of an industry division. 

02 Place of Meeting. No special conference shall be held outside of Greater 
Metropolitan Washington or on other than government premises unless specific 
written authorization by the Office of Industry Advisory Committees is first 
obtained. 

08 Presiding Officer and Minutes. A full-time government official shall pre- 
side over all special conferences. The government presiding officer shall be 
responsible for the keeping of full minutes of each conference, a copy of which, 
signed by him, shall be filed with the Office of Industry Advisory Committees 
within five (5) days after each special conference. 

7. Dissolving Industry Advisory Committees: 
01 When the purpose for establishing an industry advisory committee has 


been served and it is no longer required, the Office of Industry Advisory Com- 
mittees shall so notify each member. 
8. Dissolving Task Groups: 

.01. When the purpose for establishing a task group has been served and it 
is no longer required, the director of an industry division shall transmit a letter 


so notifying each member. <A copy of each letter shall be sent to the Office of 
Industry Advisory Committees. 


9. Publicity Regarding Meetings with Industry Representatives: 

01 All information to be released to the general public relating to any meet- 
ing with industry representatives shall be released by the Office of Public 
Information. 


10. Information and Instructions: 

OL The Office of Industry Advisory Committees shall prepare and issue such 
additional information and instructions as may be necessary in effectuating the 
purposes of this order. 


11. Compensation and Expenses: 
01 The National Production Authority shall not pay any compensation to, 


or the expenses of, any committee member. The committee shall not have a 
budget nor solicit for support thereof. 
12. Orders Superseded: 

01 This order supersedes General Program Order No. 6, issued December 18, 
1950. All other orders or parts thereof, the provisions of which are inconsistent 
or in conflict with the provisions of this order, are hereby amended or superseded 
accordingly. 

13, Effective Date: 
.01. This order is effective January 2, 1952. 
DEPARTMENT OF STATE, 
Washington, D. C., March 26, 1952. 
Hon. Burnet R. MAYBANK, 
United States Senate. 

Dear SENATOR MAYBANK: I refer to a letter from Mr. Joseph P. McMurray, 
staff director of the Committee on Banking and Currency, dated March 18, 1952, 
and to my acknowledgment of March 20. Mr. McMurray’s letter asks for an 
opinion on S. 2873, a bill introduced by Senator Ferguson on March 17. 
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The first portion of S. 2873 is designed to modify section 101 of the Defense 
Production Act of 1950, as amended, so as to make it impossible for the Govern- 
ment to exercise allocation powers over imported supplies of a commodity when 
domestic production exceeds the amount necessary for defense, stockpiling, and 
military assistance. S. 2873 would also limit the allocation power over domestic 
supplies when they suffice for all domestic civilian, defense, and stockpiling needs, 
and for foreign military assistance requirements. The Department of State is 
opposed to such limitations upon the allocation power granted to the President 
by section 101. 

The free world is interdependent in raw materials. Many are essential to de- 
fense efforts and are in short supply. The United States needs to import a great 
variety of raw materials for military and essential eivilian purposes. Other 
countries, primarily our allies, also need to impart substantial quantities for 
the same purposes. During a period of emergelcy, every country must be in a 
position to make the most effective disposition of the supplies it is able to secure, 
whether it obtains them unilaterally or through international agreement. In 
particular the United States, because of its large defense program and great 
civilian demand, must be in a position to channel available supplies of scarce 
commodities into military and more essential civilian uses. S. 2878 would in 
many instances prevent this direction of scarce supplies within the United States 
economy. It would also leave the United States in a position in which it could 
offer no assurance to other countries that the United States would exercise the 
restraint necessary to enable them to import available supplies for essential 
purposes. If the essential needs of other countries are not satisfied, the joint 
mobilization and defense effort can be seriously injured. By the same token the 
United States would not be able effectively to persuade other countries to take 
steps comparable to our own to limit less essential uses and to devote their 
national efforts to mutually agreed objectives. 

Furthermore, the United States would not be able, under S. 2873, to assure 
other countries that they could obtain necessary minimum quantities of goods 
which they normally import from the United States. It is sometimes more impor- 
tant from the standpoint of our national interest to satisfy essential civilian and 
defense supporting requirements in other countries than it is for less essential 
domestic needs to be fulfilled, and the Government must be in a position during 
an emergency to make this possible. 

The adoption of S. 28783 would also have an unfortunate effect upon the inter- 
national bargaining position of the United States. It would leave us in a position 
in which we could not assure other countries that we would not take more than 
our fair share of a commodity in short supply. We also could not assure other 
countries of a fair share of supplies produced in the United States. This would 
place the United States Government in a most disadvantageous position. It is 
very hard to obtain assurances from other countries if it is impossible to offer 
similar assurances to them. Cooperation of the nations of the free world is 
essential if a competitive scramble for scarce materials is to be avoided. Such 
unrestrained and chaotic competition, which S. 2873 would make it impossible 
to prevent, would greatly increase the cost of the mobilization effort for the 
United States and its allies, as well as damage our own and other civilian econ- 
omies. It would also tend to supplant existing cooperation by ill will and 
suspicion. 

The second part of S. 2873 proposes to amend section 402 of the Defense Pro- 
duction Act of 1950, as amended. This would have the following three effects : 

(1) It would make it impossible for the Government to impose ceiling prices 
to combat speculative increases in prices of imported commodities or to stop 
wild serambles for these products: 

(2) It would discriminate against merchant importers while permitting im 
porter-manufacturers to purchase commodities abroad at uncontrolled prices ; 

(3) It would interfere with United States Government attempts to encourage 
anti-inflationary measures in other countries of the free world. 

Important objectives of the Defense Production Act are to prevent unneces- 
sary dislocations in the civilian economy and to protect the domestic consumer. 
In effect, S. 2873 would deprive the Government of the power to act in certain 
cases in pursuit of these objectives. 

Furthermore, with regard to the second point, the amendment would establish 
freedom from price control for individuals or corporations importing products 
for their own use or for fabrication into other products. Price control would, 
however, continue to cover an important segment of United States foreign 
trade, the merchant importers. In a tight market situation, as exists in many 
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products today, a firm importing goods for processing into other products could 
have access to materials but the merchant importer would not. With the mer- 
chant importer precluded from buying abroad, many small manufacturers who 
are unable to maintain overseas purchasing facilities would be severely handi- 
capped in their competition with larger manufacturers. Furthermore, even 
the large manufacturers in the United States, most of whom have depended 
upon merchant importers to purchase abroad, would be forced to set up new 
facilities for their own procurement. One effect of S. 2873 would thus be to 
create difficulties for small business. 

One of the greatest threats to the defense effort of the free world is that of 
world-wide inflation. Action to curb inflation is essential for the political and 
economic stability of friendly countries, and is required if their defense efforts 
are not to be dissipated by increased costs. Under the Defense Production 
\ct, the United States has been in the position in which it could give evidence 
of effective leadership in combating inflation on a worid seale. If, as 8. 2873 
proposes, the United States were in a position in which it could not exercise 
such leadership, the ground already gained might well be lost, and little or no 
further progress could be made in this direction. 

In commenting on S, 2873, the Department also refers to the testimony of 
Mr. Manly Fleischmann, Administrator of the Defense Production Administra- 
tion, before your committee on March 21, 1952. During the latter part of his 
testimony, Mr. Fleischmann commented specifically on S. 28738, indicating his 
reasons for opposing its adoption. The Department of State supports fully the 
statements of Mr. Fleischmann on this subject. 

Because of the urgency of this problem, this report has not been referred to the 
Bureau of the Budget. A copy is being sent to the Bureau. 

Sincerely yours, 
JacK K. McFAt1, 
Assistant Secretary 
(For the Secretary of State). 


THE SECRETARY OF COMMERCE, 
Washington, March 21, 1952. 
The Honorable Burnet R. MAYBANKE, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


Dear Mr, CHAIRMAN: I understand your committee is considering the question 
of including in new legislation a provision similar to section 104 of the Defense 
Production Act of 1951. I believe the severe restriction of United States cheese 
imports resulting from section 104 harms our foreign commerce in particular and 
American foreign policy in general. I, therefore, urge that such a provision be 
eliminated from future legislation. 

Ever sirice I became Secretary of Commerce I have been concerned over the 
problem of placing our trade relationships with other countries on a businesslike 
basis. The practice of giving away our exports, for this is what any foreign-aid 
program must entail, is not in the long run businesslike. There are overriding 
reasons in the current world why we must send exports needed by our friends 
abroad whether or not they are in position to pay for all of them. But there are 
no overriding reasons for reducing the percentage they can pay for. Unfortu- 
nately, that is what we do when we forbid import of products they can sell here. 

We have been trying hard to encourage countries receiving aid to develop pro- 
duction of items they can successfully market in the United States. I place great 
importance on these efforts. In this country, we are convinced that competition 
is generally healthy and I think this is no less true in international business. Spe- 
cial situations occasionally arise in which competition causes immediate damage 
outweighing its benefits. I understand, however, that the Department of Agri- 
culture has declared that section 22 of the Agricultural Adjustment Act, as 
amended, itself gives ample authority for the control of foreign agricultural 
imports in such situations. 

Meanwhile, legislation such as section 104 is most discouraging to the business- 
men of countries affected. The cheese they send the United States forms a mi- 
nute part of our consumption and is largely of a type not directly competitive with 
United States cheese production. But in individual cases, it ranges from a modest 
to a major share of a country’s exports to us. Ten governments have officially 
protested the restrictions on sales of their distinctive cheeses to the United States. 
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These and many other countries not directly concerned over sales of cheese are 
now watching closely the action which the United States takes in eliminating 
or prolonging these restrictions. Our action respecting this provision of law 
will be interpreted by most countries as the most important single evidence of 
our willingness to let other countries pay for exports from this country in a 
normal businesslike way. It is difficult at best to persuade the businessmen of a 
smaller nation to assume the risks and uncertainties of seeking entrance to such 
a large and complex market as the United States. Renewed endorsement by the 
Congress of the type of restriction now symbolized by section 104 would, in my 
opinion, convince many of them that such efforts are futile. 

Furthermore, I should say that our present restrictions on cheese violate 
United States obligations under our trade agreements with a number of foreign 
countries. Such violations are especially unfortunate in view of the leadership 
which the United States has assumed in the general movement for freer trade, 
They raise the distinct possibility of retaliatory restrictions against some dis 
tinctive American exports. I believe that American industry as well as American 
agriculture, which section 104 was presumably designed to benefit, stand to lose 
abroad much more than they may gain by barring foreign products from the 
American market. 

There has already been evidence in our discussions with other countries that 
they regard legislation such as section 104 a major barrier to reducing their trade 
with the Soviet bloc. Continuation of the provision will, I fear, prove a major 
handicap to the effective administration of the Mutual Defense Assistance Con- 
trol Act (Publie Law 213, 82d Cong.). 

For these reasons, I favor not only omitting the provisions of section 104 from 
future legislation, but the prompt repeal of that section of the present act. 

The Bureau of the Budget has advised that it has no objection to the submission 
of this report. 

Sincerely yours, 


CHARLES SAwYEr, Secretary of Commerce. 





DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington 25, D. C. March 21, 1952. 
Hon. Burner R. MAYBANK, 
United States Senate. 

Dear SENATOR MAYBANK: This is in reply to an inquiry made by Mr. W. F. 
McKenna of the staff of the Senate Banking and Currency Committee to Mr. 8. 
R. Smith, Director of our Fruit and Vegetable Branch, for certain information 
concerning Irish potatoes and the role of the Department in establishing the 
existing price ceilings. 

Based on anticipated national requirements and yields per acre under normal 
growing conditions, the 1951 crop production goals for potatoes were set at 1,560,- 
300 acres and 335,000,000 bushels. Actual 1951 production from 1,378,700 planted 
acres amounted to 325,700,000 bushels. In addition to the reduced production 
itself, the below-normal percentage of good quality potatoes in several important 
production areas has had a significant effect on the 1951 market supplies. The 
1952 potato production goals call for plantings of 1,475,100 acres and a crop of 
350,000,000 bushels. 

The Secretary formally certified to the Office of Price Stabilization the legal 
minimum prices for potatoes adjusted for location and seasonal differentials. 
These legal minimum prices were for U. 8. No. 1 grade potatoes in bulk lots 
at the farm and were designed to reflect the parity price of potatoes to the grower. 
The location and seasonal differentials were based as closely as possible on the 
average relationships which exist for a normal crop. In addition to the legal 
minimum price certification, informal recommendations were made concerning 
grade and size differentials, handling costs at shipping point, quantity and yield 
data for computing “disaster” adjustments, and other information for use by 
OPS in establishing the applicable, f. o. b. price ceilings, 

We shall be glad to furnish you further information on this matter if you 
desire. 

Sincerely yours, 
Hako_p K. Ht, 
Deputy Administrator. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., March 20, 1952. 
JoserpH P. McMurray, Bsq., 
Staff Director, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 

Dear Mr. McMurray: This is in reply to your request for views on 2557, a bill 
to provide for the establishment of certain priorities in the awarding of military 
procurement contracts within regions suffering economic distress through unem- 
ployment and for other purposes. The bill has been reviewed in this Office. 

Attached is a copy of the recently issued Defense Manpower Policy No. 4, 
which deals with this problem from the standpoint of utilization of surplus 
manpower. You will notice that the policy establishes procedures which would 
permit placing some additional procurement in surplus areas, when the public 
interest dictates the need for doing so. 

S. 2557 seems to be directed along similar lines. However, it calls for auto- 
matic preference of an area when unemployment reaches a fixed percentage 
rather than consideration of all the defense and economic factors bearing on 
the situation. Defense Manpower Policy No. 4 also provides for industry-wide 
consideration in cases where its application would have industry-wide effect. 

Since we think that the purpose which S. 2557 is intended to accomplish is 
largely covered by Defense Manpoyer Policy No. 4, it appears that the enact- 
ment of S. 2557 is not necessary. We therefore do not recommend its enactment. 

Because of the urgency of this matter, we have been unable to obtain the 
views of the Bureau of the Budget with respect to the relation of this bill to 
the program of the President. 

Sincerely yours, 
CHARLES E. WILSON. 

Enclosure. 


EXECUTIVE OFFICE OF THE PRESIDENT, OFFICE OF DEFENSE MOBILIZATION 
DEFENSE MANPOWER POLICY NO. 4 


Subject : Placement of procurement in areas of current or imminent labor surplus. 


I. Introduction.—The aim of the mobilization is to develop and maintain the 
necessary military and economic strength to carry out the policy of the United 
States to oppose acts of aggression and promote peace. As was declared in De- 
fense Manpower Volicy Statement No. 1, success of the mobilization program 
requires efficient use of all our resources, including manpower as well as facilities. 
The conversion from civilian to military production, unless carefully coordi- 
nated, would result in dislocations causing serious waste of manpower and 
facilities in many areas, and thereby reducing our defense potential. The over- 
riding need is to obtain on schedule the goods and services required for defense. 
In achieving this goal, every effort must be made to hold to a minimum any 
waste of manpower which may result from materials shortages and conversion 
to defense production. 

II. Purpose.—The purpose of this Defense Manpower Policy No. 4 is to pro- 
vide for procurement by negotiated contracts and purchases with responsible 
concerns which are in an area of current or imminent labor surplus (including 
a surplus of manpower possessing skills necessary to the fulfillment of Govern- 
ment contracts and purchases), in cases where the public interest dictates the 
need for doing so in order to achieve the following objectives : 

(a) To coordinate conversion from civilian to military production: 

(b) To minimize strains and dislocations in the economy resulting from such 
conversion ; 

(c) To preserve employee skills necessary to the fulfillment of Government 
contracts and purchases ; t 

(d) To maintain productive facilities; 

(e) To assure utilization of the Nation’s total manpower potential by making 
use of the manpower resources of each area; and 

(f) To help assure timely delivery of required goods and services by locating 
procurement where the needed manpower and facilities are fully available. 

III. Implementation.—By virtue of the authority vested in me by Executive 
Order 10198 and to supplement the national manpower mobilization policy issued 
by the President on January 17, 1951, and to carry out the purpose set forth 
above, it is hereby ordered that: 
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1. There is created a Surplus Manpower Committee. The members of the 
Committee shall be appointed by the Chairman of the Manpower Policy Com- 
mittee and shall include representation from the Department of Defense, Depart- 
ment of Labor, Atomic Energy Commission, Defense Production Administration, 
General Services Administration, Small Defense Plants Administration, and Na- 
tional Production Authority. 

2. The Defense Manpower Administration of the Department of Labor will 
certify to the Committee the existence of surplus labor areas under standards to 
be established by the Secretary of Labor. 

3. Upon such certilication of surplus labor areas, the Committee shall obtain 
from the appropriate manpower and production agencies manpower and facil- 
ities information which shall include the following: 

(a) The nature and extent of the labor surplus involved, including the avail- 
ability of skills necessary to the fulfillment of Government contracts and pur- 
chases, and the need for preserving these skills in the national interest ; 

(b) The nature and extent of the facilities involved, including their suit- 
ability and availability for the fulfillment of Government contracts and pur- 
chases, and the need for maintaining these facilities in the national interest. 

4. The Committee shall make findings in appropriate cases that: 

(a) There exists an area of current or imminent labor surplus, including a 
surplus of manpower possessing skills necessary to the fulfillment of Govern 
ment contracts; 

(vb) There exists in such area facilities suitable and available for the em 
ployee skills found in surplus in (@) ; 

(c) The public interest dictates the need for the negotiation of Government 
contracts, at reasonable prices, in such area although lower prices might other- 
wise be obtainable elsewhere, in order to achieve the purposes of this policy as 
set forth in II above; 

(d@) Such findings may set forth any other factors which may assist in the 
placement of contracts in such areas including (1) an indication of the doNar 
amount of contracting which is desired to be placed in such area based upon the 
amount and timing of Government needs and (2) a determination of the max 
imum price differential considered appropriate to effectuate paragraph 4 (¢) 
hereof, 

5. The Committee shall report these findings to the Director of Defense Mo- 
bilization with a recommendation that he notify the Department of Defense and 
the General Services Administration that he has concluded that it is in the 
public interest to give preference to such area in the placement of contracts 
in accordance with the findings of the Committee. The recommendations of the 
Committee shall be reviewed within the Office of Defense Mobilization to deter- 
mine the relationships of such recommendations to other policies affecting pro 
curement for which the Office of Defense Mobilization has responsibility, and if 
there are conflicts, they shall be resolved by the Director. 

6. On receipt of such notification from the Director of Defense Mobilization, 
the Department of Defense and the General Services Administration shall (a) 
determine what procurement contracts can be fulfilled by utilization of the man- 
power skills and facilities described in the Committee's surveys and findings; (0) 
take all practicable steps, consistent with other procurement and military ob- 
jectives, other than price, to locate procurement in the areas covered by the 
Committee’s findings; and (c) within a reasonable time, report to the Director 
of Defense Mobilization the steps taken, and furnish any other relevent infor- 
mation requested by him. 

7. After receiving reports in accordance with paragraph 6 (¢) above, the 
Committee shall request from the appropriate agencies information concerning 
the utilization of manpower in the area involved, and shall report to the Director 
the effects of the actions taken, with recommendations as to whether it is 
necessary to continue to give preference to such area in the placement of con 
tracts. + 

8. When the application of this policy would have a major effect on the 
operation of an entire industry, appropriate recommendations shall be made to 
the Director relative to that industry in lieu of recommendations relative to 
specific geographical areas. In such cases, after notice to and hearing of 
interested parties, consideration will be given to a separate certification apply- 
ing to the entire industry. 

2. This Manpower Policy No. 4 shall not be deemed to authorize the payment 
of prices higher than ceiling prices established by the Office of Price Stabiliza- 
tion. 
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10. The appropriate departments and agencies shall furnish information and 
assist the Committee as necessary to carry out this policy. 
11. This policy shall take effect on February 7, 1952. 
CHARLES E. WILSON, 
Director, Office of Defense Mobilization. 


OFFICE OF PRICE STABILIZATION, 


Mareh 25, 1952. 
Hon. BuRNET R. MAayYBank, 
United States Senate, Washington, D.C. 


My DEAR SENATOR MAYBANK: There was filed with you a letter dated March 
21, 1952, signed by the Cooperative Food Distributors of America, National Asso- 
ciation of Food Chains, National Association of Retail Grocers, and Super Market 
Institute. This letter made several statements concerning Office of Price Sta- 
bilization regulation of the retail-food industry. In view of the seriousness of 
its allegations, I ask your permission to reply to that letter and request that this 
letter be filed with the record of your committee and that it be given equal 
prominence with the letter of March 21, 1952. 

I should like merely to discuss und refute those charges which were made for 
the first time in that letter. Other statements contained in the letter have been 
made before, and I believe have been satisfactorily answered before your com- 
mittee. Very briefly the letter charges: 

1. The retail beef reguiation violates the Herlong amendment, 

2. The retail pork regulation violates the Herlong amendment. 

5. The retail lamb, mutton, and veal regulation violates the Herlong amend- 
ment. 

4. The retail potato regulation violates the Herlong amendment. 

5. OPS requires retailers to leave excess bone, fat, and gristle on beef cuts or 
to suffer losses. 

I will discuss each of these charges in order. 


PHE ALLEGATION 


Beef margins have been reduced “around 10 percentage points below pre- 
Korean levels.” 


THE FACTS 


Data available to the OPS at the time of issuance of the revised CPR 25 indi- 
eate that the regulation gives the retail trade the pre-Korean margins and our 
statement of considerations so indicates. It is easy to understand that there 
may be some controversy about whether OPS in fact succeeded in its aim since 
the facts are complex and difficult to determine. In order to be absolutely sure 
that we have complied with the law we are now making another survey to check 
the margins provided in CPR 25. The difficulty of accurate computation is illus 
trated by the fact that Safeway now says it had a 19-percent pre-Korean markup 
on beef, yet in September 1950 it told the Gillette subcommittee investigating 
high beef prices that its pre-Korean markup was only 8 percent. 


THE ALLEGATION 


Pork margins are dollars-and-cents margins rather than percentage margins, 
so by its very provisions, the pork order defies the Herlong percentage margin 
principle. 

The lamb, mutton, and veal regulation violates Herlong by using the single week 
of January 19 through 25, 1951, as a base period instead of May 24 to June 24, 
1950. 


THE FACTS 


These regulations, SR 65 on pork, and SR 79 on veal and iamb, were issued at 
the request of the industry advisory committee to provide interim relief pending 
the issuance of dollars-and-cents ceilings which would provide precise pre-Korean 
margins. The provisions of SR 65 are specifically what the industry advisory 
committee requested. Since these were emergency regulations there were no 
complete data available as to the exact Herlong margins. Nevertheless, all these 
regulations gave retailers approximately the Herlong margins. 
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SR 65, the retail pork regulation, permits retailers to increase their ceiling 
prices of pork and requires them to decrease those ceiling prices to reflect 
dollars-and-cents changes in their cost of pork as compared with their pork 
costs between January 19 and January 25, 1951, the last week prior to the issu- 
ance of GCPR. Thus, the regulation provides that retailers will use the same 
dollars-nnd-cents margins they were using during the week of January 19—25, 1951. 

The freeze of dollars-and-cents margins does not in any way mean that OPS 
restricted retailers from obtaining pre-Korean percentage margins. On the 
contrary, data available to OPS indicate that retailers’ percentage margins on 
pork were 24% points higher during the week of January 19-25, 1951, than they 
were during the pre-Korean base period. Since SR 65 freezes the dollars-and- 
cents margin, if retailers’ costs of pork declined from their costs in January 1951, 
the effect of this freeze is to give retailers increased percentage margins; con 
versely, if retailers’ pork cosis increased over those costs in January 1951, the 
same dollars-and-cents margins would yield retailers’ decreased percentage 
margins. Since shortly after the issuance of SR 65, retailers’ pork costs have 
averaged substantially below their January 1951 costs. Thus, SR 65 gives retail- 
ers a substantially higher percentage margin than they realized during the pre- 
Korean period. If pork costs should climb with the result that retailers’ percent- 
age margins are shaved in the future, OPS will issue dollars-and-cents retail pork 
ceiling prices reflecting pre-Korean percentage mark-ups. 

As in the case of pork, the week of January 19 through January 25, 1951, 
was chosen as the base week for veal and lamb because it was believed that 
retailers generally would have more records available for this period than they 
would for the pre-Korean period. That this decision is sound is attested by the 
testimony of the witness on behalf of National Association of Retail Grocers, who 
admitted that many retailers did not have pre-Korea records. 

Since the week of January 19 through 25 was a week in which there were 
normal industry operations this was the closest approximation to Herlong 
margins that was possible in an interim regulation. 


THE ALLEGATION 


Potato margins are below pre-Korean margins. 
THE FACTS 


Amendment 10 to CPR 15, which prescribes mark-ups for potatoes for group 3 
stores, provides a mark-up over costs of 20 percent on prepackaged potatoes and 30 
percent on packaged potatoes. Examination of the industry pre-Korean mark-ups 
was made by OPS, on the basis of available data, before the issuance of this 
regulation. These data indicated that the percentage mark-ups prescribed by the 
regulation reflected the industry's pre-Korean percentage mark-ups. No informa- 
tion submitted by the industry to date bas indicated that this OPS determination 
was erroneous, although, admittedly, the mark-ups for individual stores varied 
considerably. The OPS-BLS survey which is now under way will demonstrate 
whether OPS was in error in its determination. 


THE ALLEGATION 


OPS gives beef retailers the alternative of using less trim and of selling beef 
with all the fat, bone, and gristle, or of trimming closely and losing money. 


THE FACTS 


In the testimony before this committee, witnesses maintained that OPS pre- 
vented them from trimming beef closely. This testimony was conclusively refuted 
by OPS’s witnesses, Your attention is invited to the statement of considerations 
accompanying Revised CPR 25, which states: 

“Certain retailers have interpreted CPR 25 to require each cut to have the 
specified amount of fat. It was the intention of CPR 25 to prohibit a greater 
amount of fat than was specified, but to permit a lesser degree of fat than 
specified. To remove any possible doubts, the cuts have been redefined to make 
it clear that any specified fat content is a maximum, rather than a prescribed, 
amount.” 

Since the first charge was refuted the critics of ¢he OPS have shifted their 
ground and now, after your hearings have been concluded, they seek to present 
a new and serious charge to the committee. They allege that OPS regulations 
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in fact require retailers to make the Hobson's choice of either trimming loosely 
and losing customers or trimming the “industry way” and losing money. This 
charge is unsound: 

(a) OPS provides for closely trimmed cuts and provides premium prices for 
these cuts. Thus OPS regulations provide for higher prices for the following 
closely trimmed cuts: Bottom sirloin, tenderloin, cube steak, boneless sirloin, 
brisket (deckle on), brisket (deckle off). 

(b) As page 2 of exhibit B accompanying the letter of March 21 stated, “it 
is true that the close trim has not been adopted by some retailers.’ OPS in its 
beef regulations is following normal industry practice. Many retailers do not 
trim beef closely. Other retailers, and particularly some supermarkets, advertise 
that they trim beef very closely and advertise that they sell their closely trimmed 
heef at the same price as other retailers who use the regular trim. OPS has 
recognized this industry practice by providing a ceiling price for all stores 
based on the regular trim. The stores which wish to trim beef more closely may 
continue their practice of doing so provided they continue their practice of not 
charging higher prices for this closely trimmed beef than the prices of their 
competitors whe use the regular trim. OPS will not, however, allow stores 
which trim closely and sell at a standard price customarily to trim closely and 
sell at a premium price now. 

Sincerely yours, 
ELLIs ARNALI 


STATEMENT OF THE AMERICAN ASSOCIATION OF UNIVERSITY WOMEN 


This statement by the American Association of University Women is submitted 
in support of S. 2645, “A bill to amend and extend the Defense Production Act 
of 1950, as amended, and the Housing and Rent Act of 1947, as amended.” The 
statement is submitted under item 3c of the association's legislative program 
voted at the national Convention in April 1951. Under item 3c the association 
voted support of measures to restrain inflationary pressures during the defense 
mobilization period. 

The American Association of University Women has a membership of more 
than 120,000 university graduates organized in nearly 1,200 local groups through- 
out the United States. Many of the association’s members are homemakers who 
must budget on incomes that do not keep pace with prices in an inflationary 
period. Many others are professional women—teachers, for example—whose 
incomes are fixed in the face of advancing prices. All of them are aware of the 
hardships that inflation causes not only in the short run, when inequities make 
life much more difficult for some than others, but also in the long run, when the 
impairmentof pension and savings plans (including social-security payments) 
reduces anticipated living standards. 

The provisions of the proposed bill (S. 2645) which seem of primary importance 
from the consumer point of view are those that relate to price and wage stabili- 
zation, namely, title [IV of the present Defense Production Act of 1951. The 
American Association of University Women submits this statement as an expres- 
sion of the consumer point of view. 

In urging extension of the Defense Production Act, and particularly of the 
provisions for price and wage stabilization, one cannot be unmindful of the 
specific circumstances that prevail in the spring of 1952. There is considerable 
evidence that inflation has come to a halt and that pressures toward further 
inflation have been successfully restrained during the past 6 months. 

The Consumer Price Index for January 15 has not increased beyond the index 
figure for December 15; and it is expected that the February figure may be below 
that peak. And total personal income, which has increased almost continuously 
since 1949, has now leveled off. These trends do not reveal obscure facts—the 
citizen going about his daily affairs is aware of clearance sales in the stores and 
he has heard that significant unemployment has developed in certain cities. 

All of these considerations would seem to indicate that a suspension of the 
price and wage stabilization program is iff order. Yet, as Senator Maybank said 
so well in a recent address: “Unfortunately, we must always legislate for a 
future and not for the present situation. We must legislate for a situation about 
which we at best can make guesses. We know we may err in any prediction 
concerning the future. Therefore we must steer a course which is on the safe 
side, even if we err.” 

Even in present circumstances that course seems to point in the direction of 
extension of the controls program for another 2 vears. For there are factors 
that may point to further inflation. 


96315—52—pt. 2——39 
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Federal expenditures for national security totaled nearly $19,000,000,000 in 
1950, about $37,000,000,000 in 1951, and at the beginning of 1952 they were run- 
ning at the rate of $45,000,000,000 a year. Estimates for the end of 1952 place 
Federal expenditures for national security in the neighborhood of $60,000,000,000. 
If there were any assurance that taxes would be increased to fill the gap, these 
expenditures in themselves would not necessarily be inflationary. But in the 
absence of such assurance it seems necessary to maintain the structure of price 
and wage controls to make sure that increasing Federal expenditures do not set 
off another round of price and wage increases. 

A second source of inflationary pressure is to be found in the current volume 
of aecumulated consumer savings. The process of saving is, of course, defla- 
tionary, but the existence of past savings does create opportunities for future 
spending. So long as consumers continue to withhold a significant portion of 
income from the market they themselves are helping to counteract inflation. But 
if anything should change their estimation of the future, leading them to spend 
now rather than to wait, these savings themselves could be the source of exten- 
sive further price increases accompanied ultimately by demands for wage 
increases. 

The very size of this volume of savings and of the current rate of savings 
suggests that price control has had a restraining influence on buyers as well as 
sellers. Consumers seem to feel, perhaps as a result of experience in World 
War II, that as long as price control exists they need not “buy now” in order to 
hedge against a further upward movement. In these circumstances the prema- 
ture removal of controls would almost certainly induce that further upward 
movement. 

So far we have been assessing inflationary dangers in terms of the current 
defense program and of trends within our own economy. Sut the greatest 
threat for the future lies outside. We have always to consider the possibility 
that a further deterioration in the world situation will bring about a sudden 
upward revision of military schedules, and, not so long afterward, an upward 
trend in Federal spending for national security. In that event, we would be 
confronted with a second wave of spending and price increases, as we were after 
the outbreak of hostilities in Korea, unless a working and workable price and 
wage control program existed to hold the present line. 

This continuing threat seems to be the ultimate important reason for extend. 
ing the present provisions of the Defense Production Act that relate to price and 
Wage stabilization, and for extending them without crippling amendments. 

To attempt to write into law specific exceptions and qualifications has the 
effect of making administration more difficult and cumbersome. Therefore it is 
not desirable that the law should provide for contingencies that ought to be 
taken care of by the administrative agency. 

According to this standard three amendments made last summer to the orig 
inal Defense Production Act seem to be undesirable. These amendments would 
be repealed by S. 2645 which the American Association of University Women 
supports. 

The first of these, section 402 (d) (4) of the Defense Production Act of 1951, 
permits manufacturers on application to the administrative agency to add to 
their pre-Korean prices a wide range of cost increases incurred prior to July 
26,1551. This imposes a great burden on the administrative agency by spelling 
out the many kinds of costs that must be taken into account, and by permitting 
that each application be considered separately. In this way, this amendment 
provides a rigid rule for price determination where the most effective and least 
inflationary procedure might require more complex considerations. 

Similarly, the second amendment, section 402 (k) of the Defense Production 
Act of 1951, by assuring retailers and wholesalers the customary percentage 
mark-up or margin over cost that they enjoyed before Korea, precludes the recog- 
nition of special circumstances in individual cases. 

The third amendment, section 101 (2), by providing that no quota may be 
imposed on livestock slaughtering, makes the administration of effective price 
control more difficult. 

In summary, the American Association of University Women submits this 
statement in support of the extension of price control as proposed in S, 2645 
with the following considerations in mind: 

1. We dare not risk further inflation. In the last few years, many Americans 
have seen the careful planning of a lifetime nullified by the depreciation of their 
savings. The income and resources of privately supported institutions have been 
seriously reduced. All along the line, inflation has meant disruption and dislo- 
cation of tested programs and projects, 

2. Thought there is reason to believe that inflation has been brought to a halt, 
factors do exist that may prove to be the source of further price increases. The 
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level of Government spending for national security, the large volume of accumu- 
lated savings, the continuing threat of an upward revision of military schedules 
each of these could be inflationary. Price and wage controls are our most 
important defense against such further inflationary developments. 

3. Legislation for price and wage controls should not attempt to lay down 
specific rules for administration. It is incumbent of the administrative agency 
to develop flexible and effective procedures for the application and enforcement 
of the law. Serious inequities must be corrected; and administration must 
be able to take account of changing situations—situations like the present which 
permit a certain amount of easing up, as well as situations of stringency which 
if they develop will require a more vigorous application of the law against both 
prices and wages. 

4, Price and wage controls are only one pair of anti-inflationary tools at the 
disposal of Government. Though consideration of other tools—primarily, sav- 
ings and taxes—dvoes not come within the scope of the Defense Production Act, 
it is the position of the American Association of University Women that the 
total anti-inflationary program, including economy in Government, should be 
kept in mind whenever any part of it is under consideration. 


AMERICAN CHAMBER OF COMMERCE FOR TRADE WITH ITALY, INC., 
New York, N. Y., March 10, 1952 
Hon, Burnet R. MAYBANK, 
Chairman, Banking and Currency Committee, United States Senate, 
Washington, D.C. 

DerAR SENATOR MAYBANK: We hereby confirm our telegram dated March 
1952, reading as follows: 

“On occasion hearings being held your committee regarding extension Defense 
Production Act this chamber respectfully reiterates its strenuous opposition to 
section 404 for reasons repeatedly submitted in written and oral testimony. 
At present it further can be stated that feared adverse repercussions in friendly 
countries are assuming alarming proportions as evidenced by Gatt decision to 
eall special July meeting by Canadian stand and by recent protests of other 
affected countries that leading American agricultural industries have realized 
folly of present restrictions and alined themselves against selfish interests sup 
porting Andresen amendinent that American consumers are being forced to pay 
higher prices and facing increasing shortages that American cheese importers 
are being crippled by curtailment of their legitimate activities. This chamber 
therefore again urgently recommends that section 104 be excluded from new 
Defense Production Act as contrary to the best interest of the Nation.” 

We may add that at this time it would appear repetitious on our part to submit 
detailed arguments in favor of our stand, as the issues involved have been made 
abundantly clear by our previous statements and by those of the National Council 
of American Importers, Inc., the Cheese Importers Association of America, Ine.. 
and many other trade organizations, 

We are of course deeply appreciative of the attitude taken by your committee, 
as again evidenced by its recent recommendation in favor of S. 2104. We further 
wish to thank you personally for your past assurances of support in this vital 
minatter, and trust that the Senate and the House may concur in defeating any 
attempt to include the Andresen amendment in legislation enacted during the 
present session of Congress. 

With renewed thanks and best personal regards. 


FEDERICO G. MENNELLA, President. 


STATEMENT BY Scotr W. Lucas ON BEHALF OF THE AMERICAN FINANCE 
CONFERENCE 


Less than a year ago the undersigned appeared before your committee on 
behalf of the American Finance Conference, a growp comprising some 366 
independent automobile sales finance companies. At that time the committee 
Was considering legislation intended to continue the Defense Production Act 
of 1950 and was confronted then, as it is now, with regulation W of the Board 
of Governors of the Federal Reserve Board. 

Regulation W at that time required a minimum of one-third down payment 
for new and used cars sold on the installment plan and fixed the maximum 
maturity at 15 months. We took the position then that there was no justifies 
tion for controls on installment sales of automobiles, but that should Congress 
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decide to continue this control authorization, the only sound way of meeting the 
problem was to write a floor in the law, thereby giving economic stability to 
the industry covering the sale and purchase of automobiles. Congress put a 
floor of 18 months in the law. The question now is whether to continue this 
type of control, and if so, under what limitations. 

We believe that there is no need for consumer-credit control, certainly so far 
as automobile financing is concerned. It is undemocratic, because it doesn’t 
apply to those who have the money to pay cash; it is economically unsound, 
because automobile-installment credit outstanding at the end of 1951 was $87 
million below that of 1950; it is unfair, because the Federal Reserve Board 
has not liberalized regulation W, even though price increases over those in 
existence last vear have been granted to car manufacturers by OPS; it is 
unrealistic, because it completely fails to recognize the historic pattern of car- 
price, car-age relationships. In fact, it is difficult to find an affirmative rationale 
for continuing such selective controls. 

If Congress should nevertheless decide to continue such controls, then, it is 
submitted, such continuance should be surrounded by adequate safeguards. 
First, the act should continue to carry limitations upon the Federal Reserve 
Board. Second, the Federal Reserve Board should be instructed, through the 
committee report, to employ a more realistic approach, at least so far as auto- 
mobile financing is concerned. 

Over the years, the competitive forces of a free market in the automobile 
sales credit industry have established definite price and value relationships 
between new and used cars, and between different age groups of used cars. 
Down-payment requirements and monthly payment schedules have likewise 
varied for these groups. 

Established industry groupings and practices, and a number of State laws, 
have long recognized at least three such groups of terms—sometimes more— 
based upon different age groups and price Classes of motor vehicles; namely, 
new and recent model used cars, not over 2 years old; late model used cars 
from 2 to 4 years old: and older model used cars over 4 years old. 

Regulation W in its present form ignores these classes, and this historic pat- 
tern of terms and imposes a single ceiling on terms and a single floor on down 
payments for all classes of motor vehicles, to which it applies, with some un- 
expected primary results, and many undesirable secondary results. Here are 
two examples of what we mean—to mention only a few: 

(a) For a period of time after regulation W was imposed, and as long as 
automobiles were made in substantial quantity, the increase in commercial 
financing was necessary to carry inventories of new cars in dealers’ hands, 
Was greater than the reduction in consumer debt for automobile purchases 
occasioned by regulation W. In other words, the immediate result of the regu- 
lation was simply to cause a substitution of commercial credit for consumer 
credit. 

(b) Purchasers who usually bought new cars or late-model used cars, when 
24-month tefms were available, had to buy older model cars, thus reducing the 
quality of their transportation and increasing their per mile cost. Also, as : 
result of this changed market demand, the older model cars, which were in 
shortest supply because of no production during the war period, and limited 
production shortly thereafter, increased in price, and the better quality cars 
came into the hands of the cash buyers and the higher income groups. 

These facts and results when taken in conjunction with other economic by- 
products of credit control, suggest strongly the necessity for a proper recog- 
nition of existing industry patterns and a proper balance in the application of 
controls to automobile sales. 

Since the Board last modified regulation W, to conform to the legal limits im- 
posed upon its authority, there has been no further modification to meet more 
recent changes in prices, markets, and other economic conditions. The monthly 
payment which the installment buyer has to meet is an important element in his 
ability to purchase an automobile, and the number of months allowed in which 
to pay the contract balance, directly affects the amount of such payment. Re- 
cent changes in car prices have wiped out, to a substantial degree, the relief on 
this point given to automobile installment purchasers last year when terms were 
changed from 15 to 18 months. 

Further relaxation of present terms is needed if defense workers and other 
equally important industrial worker groups are to be able to equip themselves 
with the best transportation as recently recommended by the Defense Transport 
Administration. With the increases in automobile production over the present 
levels which are being contemplated for 1952, it will become increasingly more 
important that this production move into the hands of industrial workers. 
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Since the relaxation of terms on automobiles last year, there has not been the 
run-away increase in automeobile-installment-credit outstandings then predicted by 
some. In fact, the total amount of such automobile credit at the end of December 
1951, according to the Federal Reserve Board figures, was $29 million less than in 
July 1951. This shows clearly, as also concluded in a recent study by the 
National Bureau of Economie Research, that there are other factors which have 
an important bearing upon installment-sale credits and that terms and down 
payments have very little effect on such outstandings as compared to such 
matters as income, production, etc. The fact that this credit has not increased 
materially after the previous relaxation should be proof that further relaxation 
of terms at this time will not produce any “inflationary” effect, but on the other 
hand will encourage desired results in other phases of our economy. 

We are not the only industry requesting easier credit. Recently the New 
York Journal of Commerce carried an AP story out of Detroit, Mich., in which 
it was stated that the auto industry’s merchandising division undoubtedly will 
soon cut loose a lot of new pressure for easier credit terms. The story said that 
car makers contend that the tight credit restrictions now in operation hanrpered 
sales last year and will be a handicap again this year. 

To summarize then, it seems to us that: 

(a) There is no present need for the extension of consumer-credit controls— 
but 

(b) If such controls are to be extended— 

(1) The law should carry as a minimum the present limitation upon the author- 
ity of the Federal Reserve Board, and 

(2) Should the committee and the Congress decide not to liberalize further 
the present limitation upon the authority of the Federal Reserve Board, then 
we respectfully request that in the report of the committee you urge upon the 
Board such further relaxation of terms as is necessary, and a recognition of 
industry-credit patterns in imposing regulations. 


AMERICAN GLASSWARE ASSOCIATION, 
New York, N. Y., March 4, 1952 
SENATE BANKING AND CURRENCY COMMITTER, 
United States Senate Office Building, 
Washington, D. O. 

GENTLEMEN: At a meeting of the members of the American Glassware Associa 
tion, manufacturing hand-made stem, table, and ornamental glassware, on 
March 4, 1952, it was unanimously voted to ask the support of your committee 
in amending the Defense Production Act of 1951 to eliminate a hardship that 
has been experienced in this industry. In the enactment of the Defense Produc- 
tion Act of 1951, it is requested that your committee give serious consideration, 
and we hope approval, to establishing quotas on the importation of certain 
articles and products containing raw materials with respect to which priority 
has been established or allocations made by NPA under authority of the exist- 
ing act. 

The subject is well stated in the bill, S. 2701, recently introduced by Senator 
Capehart which has been referred to your committee. 

The members of this {industry urge your committee to include in the Defense 
Production Act of 1951 a provision to aid American producers which we believe 
will be greatly appreciated by not only the glassware industry but many other 
groups of manufacturers who find that the United States market is being 
invaded and serious competition is developing from foreign manufacturers 
exporting to this country products containing materials denied producers here, 
though available to the manufacturers of foreign countries. This seems unfair 
since the reason for the United States manufacturers denial of these materials 
is primarily to provide equipment to defend the countries in which these foreign 
manufacturers are located. 

W. L. Orme, Sr., 
Chairman, Board of Governors, American Glassware Association. 
H. L. DILLINGHAM, 
Secretary, American Glassware Association. 


STATEMENT OF Dr. HazeEL Kyrk, MEMBER, AMERICAN HoME ECONOMICS 
ASSOCIATION 


I am Hazel Kyrk, professor of economics and home economics at the University 
of Chicago, and a member of the American Home Economics Association. As 
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you may know, the object of the association is the development and promotion 
of standards of home and family life that will best further individual and social 
welfare. The association functions on a State and National level through 
subject-matter divisions, professional departments, and committees. There are 
two organized committees in the association, responsible for developing and 
executing that part of the program of work which deals with the consumer. 
One of them is the legislative committee. Its program is voted upon and adopted 
by the members of the association at its annual meeting each year. 

At the June 1951 meeting, held in Cleveland, the association adopted a pro- 
vision to support activities which aim to improve the economic well-being of 
individuals and families, on local, State, and National levels. 

The association has asked me to act in an advisory capacity and recommend 
action in the interest of the consumer, during this emergency period. 

In this interest, to help the consumer, we urge a favorable report by the com- 
mittee on S. 2645. In our opinion, extension of the Defense Production Act is 
desirable and this bill not only provides for its extension, but as now drawn, 
repeals certain amendments to the act of 1950, undesirable in principle and, at 
points, creating difficulties in administration. We were among those who, from 
the time they were first introduced, opposed the so-called Capehart and Herlong 
amendments on the ground that they tend to defeat the general purpose of the 
act and that the former, in certain respects tends to hamper its enforcement by 
requiring procedures that are impracticable. We also strongly approve the 
repeal of section W-4 of the Defense Production Act of 1950, as provided in 
S. 2645. Restriction of supplies is a principle directly contrary to the purpose 
of the act. We also approve of the change made in section 101 by S. 2645, which 
makes possible the establishment of slaughter quotas, on the ground that those 
quotas are necessary for the effective control of the price of cattle and of the 
wholesale and retail prices of meat. 

Our argument for the extension of the Defense Production Act of 1950 does 
not rest simply upon the fact that inflationary price and wage spirals endanger 
the economy, and affect, adversely, the welfare of millions of individuals and 
families. All are agreed upon this issue. No one proclaims himself an infla- 
tionist. The issue is whether price and wage controls are among the measures. 
Without other measures, these controls would, in the long run, be ineffective ; but 
at this juncture, we believe it would be hazardous to discard this supplementary 
tool. Future economic developments are uncertain. Also uncertain are the 
extent and the swiftness with which the desirable fiscal and monetary policies 
that bear upon this problem, will be adopted. It seems unlikely that they will 
be sufficiently rigorous and far-reaching to do the total job of preventing 
inflationary pressures. 

Notice must also be taken of the fact that fear of rising prices will bring 
buyers into the market in large numbers. If, as a result, prices move upward, 
still greater will be the rate of purchase, and the greater the pressure for wage 
increases. Failure to extend the act providing for price control might have 
recently accumulated in relatively large amounts, as well as current incomes. 

We ask that this statement be included in the records of the hearings. 


STATEMENT OF THE AMERICAN HOTEL ASSOCIATION, GLENWOOD J. SHERRARD, 
GOVERNMENTAL AFFAIRS COMMITTEE, AMERICAN HOreL ASSOCIATION 


Mr. Chairman and gentlemen of the Senate Banking Committee, I am Glen- 
wood J. Sherrard, president, Parker House, Boston, and chairman of the gov- 
ernmental affairs committee for the American Hotel Association. Because of 
my inability to personally appear before your committee, I am asking the privi- 
lege of filing this brief statement. 

The American Hotel Association was disturbed to note a statement submit- 
ted to your committee on March 12 by a spokesman for the National Council of 
Salesmen’s Organizations, Inc., of New Yourk. That group urged the Senate 
Banking and Currency Committee to reimpose rent control on transient ac- 
commodations in hotels throughout the United States. 

They based their appeal on tabulations showing 1946-47 average rates for 
accommodations in commercial hotels in 20 or 25 cities. They also set forth 
figures, alleged to represent average current rates for sithilar accommodations 
in hotels in the same list of cities. 

We respectfully submit to your committee that the figures which that group 
submitted to you are not correct, We feel obliged, therefore, to place in the 
record two tabulations of average daily room rates in the principal cities of the 
United States, covering 1946 and 1947, and giving comparable rates for 1951. 
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These tabulations have been prepared for us by Horwath & Horwath and Harris, 
Kerr, Forster & Co., the two nationally known hotel accounting firms whose 
reports have long been accepted by the Department of Commerce as official Gov- 
ernment figures. They are attached to this statement. 

This same organization, with headquarters in New York, and presuming to 
speak for commercial travelers, has been making loose statements for the press 
in recent months, alluding to runaway prices for transient hotel accommodations. 

As a means of revealing to your committee, and to the general public, the 
true situation, may we hereby report that the increase in transient room rates 
since hotels were decontrolled following World War II, approximates 50 to 60 
percent. This is in contrast with increased operating costs which average 115 to 
120 percent. Hourly wages in hotels have risen 172 percent, cotton goods 189 
percent, food 136 percent, plumbing and heating equipment 82 percent, and 
furniture 107 percent. 

In speaking for the hotel industry, let me assure your committee that the 
yvreatest danger we face today is that of pricing ourselves out of business. Every 
increase of 5 to 10 cents on a hotel room, of any character, removes that par- 
ticular accommodation from the market for certain of our guests. Therefore, 
the industry is using all possible restraints to hold down our own rentals. 


Comparative average room rates in hotels, 1946-51 (Horwath & Horwath) 
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Increase in average daily room rates for various cities of United States, 1951 
based on 1946-47 average—transient hotels (Harris, Kerr, Forster & Co.) 
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THE AMERICAN INSTITUTE OF ARCHITECTS, 
Washington, D. C., March 20, 1952. 
Senator Burner R. MAYBANK, 
Chairman, Commmittec on Banking and Currency, United States Senate, 
Washington, D.C. 


DEAR SENATOR MAYBANK: Allow me to address you with respect to your meas 
ure to continue the Defense Production Act of 1950, 8. 2645. | am chairman of 
the committee on national defense of the American Institute of Architects which 
has been a close student of the national-defense program in all its aspects, par 
ticularly those affecting the building industry. 

The consistent policy of the institute has been to support measures to deal 
with the defense emergency but only so long as these are necessary and with 
appropriate injunctions that these powers be administered in such a way there 
be a minimum disruption to the civilian economy and a minimum of hardship 
to any particular part of the country. Resolutions to this effect have been 
enacted at annual conventions of the institute in the last few years and have 
formed the subject of frequent statements by the president and other officers of 
the institute. We take pride in the flexibility and mobility of the building indus- 
try, but it does not seem to us that this characteristic should be exploited to the 
disadvantage of members of the industry. 

We concur in the recommendations of the New York Building Congress that 
have been given legislative form by Senators Lehman and Ives, but our support 
of the continuation of defense powers is not contingent on the incorporation of 
these proposed amendments in the bill. 

In conclusion, we wish to go on record as supporting and affirming the position 
of the United States Chamber of Commerce and other organizations that the 
Defense Act be continued until March 1953, at which point the need for such 
extraordinary powers can be reexamined in the light of the situation which 
then exists. 

Yours very sincerely, 
Morris KercHum, Jr., 
Chairman, National Defense Comgrittee. 


THE AMERICAN INSTITUTE OF ARCHITECTS, 
Washington, D. C., March 20, 1952. 
Senator Burner R. MAYBANK, 
Chairman, Commmittee on Banking and Currency, United States Senate, 
Washington, D. C. 


DEAR SENATOR MAYBANK: On March 12 the Senate Committee on Banking and 
Currency heard Paul Robbins, executive director of the National Society of Pro- 
fessional Engineers, testify in behalf of a proposed amendment to title IV, sec- 
tion 402 of the Defense Production Act. 

Allow me to advise you that the American Institute of Architects supports 
the position of the National Society of Professional Engineers in this matter. 
The interests of our members in the matter of salary stabilization are substan- 
tially identical with those of the professional engineers, and I hope your com- 
mittee will see fit to take this step to adjust the conditions of professional em- 
ployment that have caused friction and hardship among some architects in the 
past year. 

Yours very respectfully, 
EpMUND R. Purves, Erecutive Director. 


STATEMENT OF THE AMERICAN LABOR PARTY OF THE STATE OF NEW YorK, ARTHUR 
SCHUTZER, STATE EXECUTIVE SECRETARY 


The American Labor Party respectfully urges this committee to replace the 
existing Defense Production Act with an act that is geared to an economy for 
peace, higher living standards, and economic security for the American people. 

Mere piecemeal amendments to the existing statute cannot remedy the basic 
evil inherent in it—namely, the fact that it imposes upon the working men 
and women of our Nation staggering burdens of high prices and wage freeze, 
while big business reaps an unprecedented orgy of war profiteering. 

The American Labor Party submits the attached draft of a proposed bill 
which we believe meets the real needs of the American people—production for 
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peace; an end to the wage freeze; a price roll-back to pre-Korean price levels; 
effective price and rent controls; and prompt conversion of our national economy 
from mobilization for war to mobilization for peace and civilian betterment. 
We urge that you recommend enactment of such legislation, instead of continuing 
the present Defense Production Act which we deem a blueprint for big usiness 
profiteering at the expense of the living standards and the civil liberties of the 
American people. Attached is our bill: 


A BILL To amend and extend the Defense Production Act of 1950, as amended, and the 
Housing and Rent Act of 1947, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Defense 
Production Act Amendments of 1952.” 


TITLE L—AMENDMENT OF THE DEFENSE PRODUCTION ACT OF 1950, 
AS AMENDED 


DECLARATION OF POLICY 


Sec. 101. Sec. 2 of the Defense Production Act of 1950, as amended, constitut- 
ing the “Declaration of Policy” of said Act, as amended to read as follows: 

“It is the policy of the United States to cooperate with peace-loving nations 
in achieving firm and lasting peace. To that end, this Government pledges itself 
to support collective action toward peace through the United Nations and through 
agreements and pacts of peace entered into by the United States in collaboration 
with the Governments of Great Britain, France, the Union of Soviet Socialist 
Republics, and the Peoples’ Republic of China, to safeguard the peace and prevent 
the rebirth of Naziism, Fascism, and Japanese militarism. The United States 
is determined to cooperate with other nations in achieving lasting disarmament 
and putting an end to the burden of armament costs which now cut sharply into 
the standard of living of the peoples of this country and of other nations. Under 
present circumstances, this task requires that all necessary steps be taken to 
convert the economy from mobilization for war to mobilization for peace and 
civilian benefit. The task requires diversion of certain materials and facilities 
from emphasis on production for war to emphasis on production of goods for 
civilian use. It requires use of productive facilities to meet civilian needs instead 
of draining the economy on unnecessary military expansion. In order that this 
reconversion of the economy to peace may proceed at once, and that the national 
economy may be maintained with the maximum effectiveness, and the least 
hardship, it is the responsibility of the Government of the United States to utilize 
its maximum power and to take all necessary steps to redirect the national econ- 
omy to full civilian production. 

“It is the objective of this Act to provide the President with authority to 
accomplish these necessary adjustments in the operation of the economy. It is 
the intention of the Congress that the President shall use the powers conferred 
by this Act to promote the national well-being by meeting, promptly and eifec- 
tively, the requirements of economic and military programs in support of our 
foreign policy of peace and amity with the peace-loving nations of the world, 
immediate cessation of hostilities in Korea, the prompt convening of international 
conferences to achieve amity, the fostering of unrestricted foreign trade, aud 
economic and diplomatic amity between the Governments of the United States, 
Britain, France, the Union of Soviet Socialist Republics, the ePoples’ Republic 
of France, and the other nations of the world. It is further the intention of the 
Congress that the President shall use the powers conferred by this Act to safe- 
guard the American worker and consider by stabilizing prices and rents at levels 
prevailing prior to the outbreak of hostilities in Korea, by eliminating and pre- 
venting profiteering, hoarding, excess profits, manipulating, speculation, and other 
disruptive practices resulting from abnormal market conditions or scarcities 
caused by or contributing to the national emergency, and by taking such other 
measures as he deems necessary, within the limit of his lawful authority and 
jurisdiction, to achieve a stabilization of prices and cost of production.” 


PRIORITIES AND ALLOCATIONS 


Sec. 101. (a) The last sentence of section 101 of the Defense Production Act 
of 1950, as amended, is amended to read as follows: “Whenever the President 
finds that such action is necessary to assure realization of fair and equitable 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1589 


margins ‘by processors of livestock, and to effectuate administration and en- 
forcement of this title, he may, notwithstanding any other provision of this Act, 
provide for distribution of each species of livestock among the processors of 
such species by reasonable measures designed to assure each such processor his 
normal share (based generally on slaughter during the year 1950) of 100 per 
centum of the volume of that species of livestock available for slaughter for 
civilian consumption. Such measures may include (1) a requirement of regis 
tration as a condition of engaging in the processing of livestock : Provided, 'That 
no person shall be denied registration who shows that he was lawfully engaved 
in the processing of livesteck on the effective date of this sentence or that his 
proposed processing will effectuate the purposes of this title, (ii) a requirement 
that the volume of slaughter by each processor shall not be so great as to prevent 
other processors from obtaining such normal share; or (iii) suspension in whole 
or in part of processing of livesteck by any processor who makes false represen- 
tations or otherwise violates this Act: And provided further, That whenever the 
President invokes the power given him in this title to provide for the distribution 
of a specie of livestock among the slaughterers of such specie, he shall further 
provide for the allocation of the product of such specie in such manner as to 
assure each processor and wholesaler thereof in the normal channels of distribn- 
tion his fair share of the available civilian supply, based generally on the share 
received by such processor or wholesaler during the year 1950.” 

(b) Section 104 of the Defense Production Act of 1950, as amended, is hereby 
repealed. 


TITLE IV—PRICE AND WAGE STABILIZATION 


Sec. 103. Title IV of the Defense Production Act, as amended, is amended to 
read as follows: 

“Sec, 401. It is the intent of Congress to provide authority necessary to achieve 
the following purposes in order to promote the national welfare, protect the 
living standard of the American people, and provide effective price and rent con- 
trols: To prevent inflation and preserve the value of the national currency; to 
stabilize prices and to prevent speculative, unwarranted, and abnormal increases 
in profits and rents; to eliminate and prevent profiteering, hoarding manipula- 
tion, speculation, and other disruptive practices resulting from abnormal market 
conditions or scarcities caused by or contributing to the national emergency ; to 
assure that defense appropriations are not dissipated by excessive costs and 
priees ; to stabilize the cost of living for workers and other consumers at levels 
prevailing prior to the outbreak of hostilities in Korea; to protect consumers, 
Wage earners, investors, and persons with relatively fixed or limited incomes 
from undue impairment of their living standards; to prevent hardships to per- 
sons engaged in business, to schools, universities, and other institutions, and to 
the Federal, State, and local governments, which would result from abnormal 
increases in prices; to prevent economic disturbances, labor disputes, interfer- 
ence with the effective mobilization of national resources, and impairment of 
national unity and morale; to assist in maintaining a reasonable balance be- 
tween purchasing power and the supply of consumer goods and services; to pro- 
tect the national economy against loss of needed purchasing power by the present 
dissipation of individual savings; to promote the channeling of national re- 
sources into peaceful production; to prevent loss of purchasing power of farm- 
ers, consumers, and workers to assure achievement and continuance of real 
prosperity and to prevent a future collapse of values and depressions ; to stabilize 
agricuitural prices; and to assure a peaceful and prosperous citizenry. It is the 
intent of Congress that the authority conferred by this title shall be exercised 
in accordance with the policies set forth in section 2 of this Act, and in par- 
ticular with full consideration and emphasis, so far as practicable, on the main- 
tenance of independent small-business enterprise, the maintenance and further- 
ance of a sound agricultural industry, the maintenance and furtherance of sound 
working relations, including collective bargaining; and the vigorous and full 
utilization of all the applicable laws and statutes to prevent and reduce monop- 
oly, cartels, interlocking directorships, and other manifestations of monopolistic 
economic power. Whenever the authority granted by this title is exercised, all 
agencies of the Government dealing with the subject matter of this title, within 
the limits of their authority and jurisdiction, shall cooperate in carrying out 
these purposes. 

Sec. 402 (a). Whenever in the judgment of the Director of Price Stabilization, 
the price, rental, commission, margin, rate, fee, charge, or allowance paid or 
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received, on the sale or delivery, or the purchase or receipt by or to any person, 
of any material or service, has risen, or threatens to rise in a manner incon- 
sistent with the purposes of this Act, he may, by regulation or order, establish 
such maximum price, rental, commission, margin, rate, fee, charge, or allowance, 
as in his judgment will be generally fair and equitable and will effectuate the 
purposes of this Act. So far as practicable, such maximum price shall be in 
dollars-and-cents, and shall be based upon the highest price charged for the 
commodity, material, or service during a base petiod designated as the period 
April 1 through June 24, 1950. In carrying out the requirement of this Section, 
the Director is hereby empowered to roll back the current price for such com- 
modity, material, or service to such highest price charged during the aforesaid 
base period. In the case of any commodity, for which there are no prevailing 
prices between such dates during the aforesaid base period, or the prevailing 
prices between such dates are not generally representative because of abnormal 
or seasonal market conditions or other cause, then the Director is hereby em- 
powered and directed to establish as the maximum price such price or prices as 
prevailed during the nearest two-week period in which, in the judgment of the 
President the prices for such commodity, material, or service are generally 
representative. 

Every regulation er order issued under the foregoing provisions of this sub- 
section shall be accompanied by a statement of the considerations involved in 
the issuance of such regulation or order. As used in the foregoing provisions of 
this Subsection, the term “regulation or order” means a regulation or order of 
general applicability and effect. Before issuing any regulation or order under 
the foregoing provisions of this subsection, the Director shall, so far as prac- 
ticable, advise and consult with representative members of the industry which 
will be affected by such regulation or order. In the case of any commodity, 
material, or service, for which a maximum price has been established, the 
Director shall, at the request of any substantial portion of the industry, subject 
to such maximum price, regulation, or order of the Director, appoint an industry 
advisory committee, or committees, either national or regional, or both, con- 
sisting of such number of representatives of the industry as may be necessary in 
order to constitute a committee truly representative of the industry, or of the 
industry in such region as the case may be. The committee shall select a chair- 
man from among its members, and shall meet at the call of the chairman. The 
Administrator shall, from time to time, at the request of the committee, advise 
and consult with the committee with respect to the regulation or order, and with 
respect to the form thereof, and classifications, declassifications, and adjust- 
ments therein. The committee may make such recommendations to the Director 
as it deems advisable. Whenever in the judgment of the Administrator, such 
action is necessary or proper in order to effectuate the purposes of this Act, he 
may, without regard to the foregoing provisions of this subsection, issue tem- 
porary regulations or orders establishing as a maximum price or maximum 
prices the price or prices prevailing with respect to any commodity, material, 
or service within five days prior to the date of issuance of such temporary regu- 
lations or orders; but any such temporary regulation or order shall be effective 
for not more than sixty days, and may be replaced by a regulation or order 
issued under the foregoing provisions of this subsection. 

(b) Whenever in the judgment of the Director of Price Stabilization, such 
action is necessary or proper in order to effectuate the purposes of this Act, he 
shall issue a declaration setting forth the necessity for, and recommendations 
with reference to, the stabilization or reduction of rents for any defense-arca 
housing accommodations within a particular defense-rental area, or for any com- 
mercial, residential, business, or other type of rental unit. If within sixty days 
after the issuance of any such recommendations, rents for any such accommoda- 
tions within such defense-rental area have not in the judgment of the Director 
heen stabilized or reduced by State or local regulation, or otherwise, in accord- 
ance with the recommendations, the Director may by regulation or order estab- 
lish such maximum rent or maximum rents for such residential, commercial, or 
business accommodations as in his judgment will be generally fair and equitable 
and will effectuate the purposes of this Act. So far as practicable, in establish- 
ing any maximum rent for any defense-area housing accommodations, or for 
any commercial, residential, business, or other type of rental unit, the Director 
Shall ascertain and give due consideration to the rents prevailing for such accom- 
modations or comparable accommodations on or about June 24, 1950 (or if, prior 
or subsequent to June 24, 1950, defense activities shall have resulted or threat- 
ened to result in increases in rents for housing, commercial, or business accom- 
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modations in such area inconsistent with the purposes of this Act, then on or 
about a date which in the judgment of the Director does not reflect such in- 
creases), and he shall make adjustments for such relevant factors as he may 
determine and deem to be of general applicability in respect of such accommo- 
dations, including increases or decreases in property taxes and other costs. In 
designating defense-rental areas, in prescribing regulations and orders establish- 
ing maximum rents for such accommodations, and in selecting persons to ad 
minister such regulations and orders, the Director shall, to such extent as he 
determines to be practicable, consider any recommendations which may be 
made by State and local officials concerned with housing or rental conditions 
in any defense-rental areas. 

(c) The authority and duties of the Administrator of the Housing and Rent 
Act of 1947 are hereby transferred to the Director of Price Stabilization. 

(dq) Any regulation or order under this section may be established in such 
form and manner, may contain such classifications and differentiations, and 
may provide for such adjustments and reasonable exceptions, as in the judgment 
of the Director of Price Stabilization are necessary or proper in order to effec 
tuate the purposes of this Act. Any regulation or order under this section which 
establishes a maximum price or maximum rent may provide for a maximum 
price or maximum rent below the price or prices prevailing for the commodity 
or comodities, or below the rent or rents prevailing for the defense-area housing 
accommodations, at the time of the issuance of such regulation or order. It is 
the intent of the Congress that the Director of Price Stabilization shall have full 
authority to roll back existing prices or rents to the level existing on June 24, 
1950, or to any earlier level which in his judgment will best carry out the pur- 
poses of this Act. This Act is enacted in furtherance of the full powers of the 
Congress to legislate for the national welfare, and to provide for the common 
defense, and takes precedence over, and is superior to, any state statute purport- 
ing to decontrol rents, establish rents at a higher basis than that contained in a 
maximum rent promulgated by the Director of Price Stabilization. 

(e) Regulation and orders issued under this title shall apply regardless of 
any obligation heretofore or hereafter incurred, except as provided in this sub- 
section; but the President shall make appropriate provisions to prevent hard- 
ships and inequities to sellers who have bona fide contracts in effect on the date 
of issuance of any such regulation or order for future delivery of materials 
in Which seasonal demands or normal business practices require contracts for 
future delivery. ‘ 

(f) No ceiling shall be established or maintained for any agricultural com- 
modity below the highest of the following prices: (i) The parity price for such 
commodity below the highest of the following prices: (i) The parity price for 
such commodity, as determined by the Secretary of Agriculture in accordance 
with the Agricultural Adjustment Act of 1938, as amended, and adjusted by the 
Secretary of Agriculture for grade, location, and seasonal differentials, or (ii) 
the highest price received by producers during the period from May 24, 1950, to 
June 24, 1950, inclusive, as determined by the Secretary of Agriculture and ad- 
justed by the Secretary of Agriculture for grade, location, and seasonal differ 
entials, or (iii) in the case of any commodity for which the market was not 
active during the period May 24 to June 24, 1950, the average price received by 
producers during the most recent representative period prior to May 24, 1950, 
in which the market for such commodity was active as determined and adjusted 
by the Secretary of Agriculture to a level in line with the level of prices received 
by producers for agricultural commodities generally during the period May 24 
to June 24, 1950, and adjusted by the Secretary for grade, location, and seasonal 
differentials, or (iv) in the case of fire-cured tobacco a price (as determined by 
the Secretary of Agriculture and adjusted for grade differentials equal to 75 
percentum of the parity price of burley tobacco of the corresponding crop, and 
in the case of dark air-cured tobacco and Virginia sun-cured tobacco, respectively, 
a price (as determined by the Secretary of Agriculture and adjusted for grade 
differentials) equal to 6624 percentum of the parity price of burley tobacco of 
the corresponding crop. No ceiling shall be established or maintained hereunder 
for any commodity processed or manufactured in whole or substantial part from 
any agricultural commodity below a price which will reflect to producers of such 
agricultural commodity a price for such agricultural commodity equal to the 
highest price therefor specified in this subsection: Provided, That in establish- 
ing and maintaining ceilings on products resulting from the processing of agri 
cultural commodities, including livestock, a generally fair and equitable margin 
shall be allowed for such processing, and equitable treatment shall be accorded 
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to all such processors, in accordance with the provisions of section: 101 of this 
Act, as amended. Whenever a ceiling has been established under this title with 
respect to any agricultural commodity, or any commodity processed. or manufac- 
tured in whole or in substantial part therefrom, the President from time to time 
shall adjust such ceiling in order to make appropriate allowances for substan- 
tial reduction in merchantable crop yields, unusual increases in costs of produc- 
tion, and other factors which result from hazards occurring in connection with 
the production and marketing of such agricultural commodity; and in establish- 
ing the ceiling (1) for any agricultural marketing commodity for which the 1950 
marketing season commenced prior to the enactment of this Act and for which 
different areas have different periods of marketing during such season or (2) 
for any agricultural ecommodity produced for the same ‘general use as a com- 
modity described in (1) the President shall give due consideration to affording 
equitable treatment to all producers of the commodity for which the ceiling is 
being established. Nothing contained in this Act shall be construed to modify, 
repeal, supersede or affect the provisions of either (1) the Agricultural Act of 
1949, or (2) the Agricultural Marketing Agreement Act of 1937, as amended, or 
to invalidate any marketing agreement, license, or order, or any provision thereof 
or amendment thereto, heretofore, or hereafter made or issued under the provision 
of the Agricultural Marketing Agreement Act of 1937 as amended. Ceiling prices 
to producers for milk used for distribution as fluid milk in any marketing area not 
under a marketing agreement, license, or order issued under the Agricultural 
Marketing Agreement Act of 1937, as amended, shall not be less than (1) parity 
prices for such milk, or (2) prices which in such marketing areas will bear the 
same ratio to the average farm price of milk sold wholesale in the United States 
as the prices for such fluid milk in such marketing areas bore to such average 
farm price during the base period as determined by the Secretary of Agricul- 
ture, whichever is higher: Provided, however, That whenever the Secretary of 
Agriculture finds that the prices so fixed are not reasonable in view of the price 
of feeds, the available supplies of feeds, and other economie conditions which 
affect market supply and demand for milk and its products in any such mar- 
keting area, he shall fix such prices as he finds will reflect such factors, insure 
a sufficient quantity of pure and wholesome milk, and be in the public interest, 
which prices when so determined shall be used as the ceiling prices to producers 
for fluid milk in such marketing areas, 

(<) Notwithstanding any other provisions of this or any other law, whenever 
the Director of Price Stabilization determines that the maximum necessary 
production of any commodity is not being obtained, or may not be obtained 
during the ensuing year, he may make subsidy payments to domestic producers 
of such commodity in such amounts and in such manner and upon such terms and 
conditions as he determines to be necessary to obtain the maximum necessar) 
production thereof. 

(h) It shall be unlawful, regardless of any contract, agreement, lease, or other 
obligation heretofore or hereafter entered into, for any person to sell or deliver 
any commodity, or in the course of trade or business to buy or receive any com 
modity, or to demand or receive any rent for any defense-area housing accommo- 
dations or commercial or business property, or otherwise to do or omit to do any 
act in violation of any regulation or order under this section, or any price schedule 
effective under order and direction of the Director of Price Stabilization, or to 
offer, solicit, attempt, or agree to do any of the foregoing. 

(i) The President shall also prescribe the extent to which any payment made, 
either in money or property, by any person in violation of any such regulation, 
order, or requirement shall be disregarded by the executive departments, and 
other governmental agencies in determining the costs or expenses of any such 
person for the purposes of any other law or regulation, including bases in deter- 
mining gain for tax purposes. 

(j) It shall be unlawful for any person to remove or attempt to remove from 
any defense-area housing accommodations or business or commercial property the 
tenant or occupant thereof or to refuse to renew the lease or agreement for the 
use of such accommodations, because such tenant or occupant has taken, or pro 
poses to take, action authorized or required by this Act or any regulation, order, 
or requirement thereunder. 

(k) The terms of this section shall be enforced and administered by an Office 
of Price Stabilization which shall be under the direction of a Director of Price 
Stabilization (referred to in this Act as the “Director.”) The Director shall be 
appointed by the President, by and with the advice and consent of the Senate. 
The Director may, subject to the civil-service laws, appoint such employees as he 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1593 


deems necessary in order to carry out his functions and duties under this Act, 
and shall fix their compensation in accordance with the Classification Act of 
1923, as amended. The Director may utilize the services of Federal, State, and 
local agencies and may utilize and establish such regional, local, or other agencies, 
and utilize such voluntary and uncompensated services, as may from time to 
time be needed. Attorneys appointed under this section may appear for and 
represent the Director in any case in any court. In the appointment, selection. 
classification, and promotion of officers and employees of the Office of Price 
Stabilization, no political test or qualification shall be permitted or given con- 
sideration, but all such appointments and promotions shall be given and made 
on the basis of merit and efficiency. 

Sec. 104. The presently designated sections 407, 408, 409, and 410 of the 
Vefense Production Act of 1.50, as amended, are redesignated as sections 403, 404, 
405, and 406, respectively. 


TITLE V—SETTLEMENT OF LABOR DISPUTES 


Sec. 105. Title V of the Defense Production Act, as amended, is hereby amended 
to read as follows: 
Sec. 501. Congressional intent. 
Sec. 502. Policy. 
SETTLEMENT OF LABOR DISPUTES 


Sec. 501. It is the intent of Congress, to promote sound labor-management 
relations, to protect the purchasing power of the worker pursuant to title IV 
of this Act, and to end the wage freeze which has caught the American worker 
and consumer in a squeeze between frozen wages and constantly rising prices 
resulting from exorbitant profits. To this end the Congress hereby repeals the 
statutory and administrative restrictions heretofore contained in the Defense 
Production Act, as amended on the power and right of labor and management 
to enter into collective-bargaining agreements for wage increases and other labor 
benefits. 

Sec, 502. The national policy shall be to place reliance upon the parties to 
any labor dispute to reach agreement between themselves with regard to wage 
and salary increases, hours of work, working conditions, vacations, pension, 
health, and hospital benefits, and other collective-bargaining issues. Notwith- 
standing any other provisions of this or any other law, such agreements duly 
entered into and ratified by representatives of labor and management shall not 
be set aside or refused legal effect by any agency of the Government. 


GENERAL PROVISIONS 


Sec. 106. (a) Paragraph (4) of subsection (a) of section 714 of the Defense 
Production Act of 1950, as amended, is amended by striking out “1952” and 
inserting in lieu thereof “1954.” 

(b) Subsection (a) of section 717 of the Defense Production Act of 1950, 
as amended, is amended by striking out “1952” and inserting in lieu thereof 
“1954.” 


TITLE II—AMENDMENTS TO HOUSING AND RENT ACT OF 1947, AS 
AMENDED 


Sec. 201. (a) The Housing and Rent Act of 1947, as amended, is hereby 
repealed, 

(b) The staff of the independent agency set up pursuant to section 208 (a) of 
the Housing and Rent Act of 1947, as amended, is hereby transferred to the 
Office of Price Stabilization, and the Director of Price Stabilization shall ad- 
minister the powers, duties, and functions relating to rent control conferred upon 
him by title IV of the Defense Production Act, as hereby amended. In aceord- 
ance with the provisions of this subsection, the President shall provide for 
appropriate transfer of records, property, necessary personnel, and unexpended 
balances of appropriations, allocations, and other funds heretofore under the 
jurisdiction of the independent agency set up pursuant to section 208 (a) of the 
Housing and Rent Act of 1947, as amended. The President shall make such 
provisions as he shall deem appropriate for the termination and liquidation of 
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the affairs of the agency set up pursuant to the terms of the section 208 (a) 
of the Housing and Rent Act of 1947, as amended. For the purposes of de- 
termining the status of employees transferred to an agency administering 
functions provided for in this Act, they shall be deemed to be transferred in 
connection with a transfer of functions. 


AMERICAN NATIONAL RETAIL JEWELERS ASSOCIATION, 
New York, N. Y., March 14, 1952. 
Hon. BurRNET R. MAYBANK, 
Chairman, Committee on Banking and Currency, 
The Senate of the United States, Washington, D. C. 


Dear SENATOR MAYBANK: We wish to make the following statement in ¢on- 
nection with hearings presently being conducted before your committee regarding 
the proposed extension of the Defense Production Act. 

The American National Retail Jewelers Association was organized in 1906 and 
represents more than 5,000 retail jewelers in the United States. Our president is 
Mr. Leo F. Henebry, the owner of Henebry’s of Roanoke, Inc., Roanoke, Va., 
retail jewelers. 

With respect to the so-called Herlong amendment to the Defense Production 
Act, section 402 (k), title IV, we favor the continuation of this provision through- 
out the entire period that price and wage controls may be in effect. 

In accordance with the provisions of section 402 (f) of the Defense Production 
Act, we respectfully request the Congress of the United States to decontrol or 
suspend controls as soon as practicable in the retail jewelry industry. 

In the retail jewelry field supply is more than ample, and prices are down. 
Today price controls are not effective and are not having a proper influence in 
the retail jewelry industry. 

As a result, we feel that conditions justifying decontrol or suspension of 
controls already exist in the retail jewelry industry. 

Therefore, we respectfully urge that the Congress direct the Office of Price 
Stabilization to decontrol or suspend controls in the retail jewelry industry. 

With respect to consumer credit, we have doubted the economic value of 
federally imposed controls over consumer credit, and have opposed their use in 
principle. We feel that if, and to the extent that consumers’ durable goods are 
produced and available for distribution, retailers should be permitted to offer 
this available supply to consumers without favoring any particular type of 
customer or method of purchasing; also that in this distribution no type of retail 
outlet should be given preference by virtue of a regulatory measure. 

With the products covered by regulation W today generally in plentiful supply 
it is our view that there is no price pressure inherent in the consumer credit 
method of buying so that the use of regulation W as an adjunct to the problem 
of price controls seems both inappropriate and illogical. 

Respectfully submitted. 

CHAS M, Isaac, Exccutive Vice President. 


AMERICAN NURSES’ ASSOCTATION, INC., 
New York, N. ¥.. March 11, 1952 
Hion. BURNETT MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
Office of the Senate, Washington, D.C. 

Dear SENATOR MAYBANK: On June 1, 1951, Mrs. Elizabeth K. Porter, president 
of the American Nurses’ Association appeared before the Senate Banking and 
Currency Committee to present testimony for the American Nurses’ Association 
on bill S. 1397. 

At that time she urged the extension of the Defense Production Act. The 
situation for fixed income groups, which includes nurses, has not improved dur- 
ing this past year and there is still a great need for continuance of the act and 
for the repeal of the Capehart and Herlong amendments. Your attefition is 
called to the statement presented by the American Nurses’ Association on 
June 1, 1951. 

Sincerely yours, 
Eiia Best, R. N., Erecutive Secretary. 
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STATEMENT OF THE AMERICAN PAPER AND PULP ASSOCIATION, E. W. TINKER, 
EXECUTIVE SECRETARY 


This statement is being made on behalf of the American Paper and Pulp 
Association, the over-all national association of the paper and pulp industry, 
which is the sixth largest industry in the United States. We are naturally con- 
cerned with any and all proposals relating to the extension and amendment of 
the Defense Production Act of 1950, as amended. We are particularly interested 
in S. 2594, which, in substance, would extend the present provisions of the Defense 
Production Act of 1950, as amended, without change for a period of 1 year, that 
is, until June 80, 1953. 

We recommend to the Banking and Currency Committee that the Defense Pro- 
duction Act be amended to include provisions relating to decontrol, similar in 
scope and effect to those contained in the Price Control Extension Act, July 25, 
1946, Public Law 548, Seventy-ninth Congress, second session. 

We particularly recommend that S. 2594 be amended by adding a section 8, 
which would read as follows: 

“Sree. 3. Title IV of the Defense Production Act of 1950, as amended, is amended 
by inserting after section 401 thereof, a new section as follows: 

‘Sec. 401-A 


* “DECONTROL OF NONAGRICULTURAL COMMODITIES 


**(1) On or before October 31, 1952, the President shall decontrol all nonagri- 
cultural commodities not important in relation to business costs or living costs, 
and prior to that date shall proceed with such decontrol as rapidly as, in his judg- 
ment, will be consistent with the avoidance of a cumulative and dangerous unsta- 
bilizing effect. In no event shall maximum prices be maintained after October 31, 
1952, for any nonagricultural commodity or class of commodities unless the same 
has been expressly found, by the President, to be important in relation to business 
costs or living costs. 

“*(2) The President shall provide for the prompt removal of maximum prices 
in the case of any nonagricultural commodity whenever the supply thereof ex- 
ceeds, or is in approximate balance with, the demand therefor (including appropri 
ate inventory requirements). 

**(3) Whenever, after a reasonable test period, it appears that the supply of a 
nonagricultural commodity, which has been decontrolled, is no longer consistent 
with the applicable decontrol standard, the President may reestablish such maxi- 
mum prices for the commodity, consistent with the applicable provisions of law, 
as in his judgment may be necessary to effectuate the purpose of this Act. The 
supply of a nonagricultural commodity shall be deemed inconsistent with the 
applicable decontrol standard, in any case where the prices of the commodity have 
risen to, and after a reasonable test period remain at, unreasonable and inflation- 
ary levels.” ”’ 

The American Paper and Pulp Association recommends the retention, without 
change, of section 402 (ad) (4) of the Defense Production Act of 1950, as amended. 

Respectfully submitted, 

AMERICAN PAPER AND PULP ASSOCIATION, 
By E. W. TinKeEr, Executive Secretary. 


STATEMENT OF CLARENCE D. Topp, GENERAL COUNSEL, CONTRACT CARRIER 
CONFERENCE OF AMERICAN TRUCKING ASSOCIATIONS 


Tam Clarence D. Todd, general counsel of the Contract Carrier Conference ot 
American Trucking Associations. This conference is the national organization 
of motor contract carriers operating in interstate or foreign commerce pur- 
suant to permits issued by the Interstate Commerce Commission. There are 
approximately 3,000 contract carrier permits outstanding but less than 500 of 
them have annual gross revenues in excess of $100,000. The members of the 
conference do at least SO percent of the total business of contract carriers in 
the United States. 

The rates and charges of motor contract carriers are under the control of the 
Office of Price Stabilization because the maximum charges of such carriers are 
not controlled by the Interstate Commerce Commission. Substantially all of 
the operations of motor contract carriers are directly competitive with similar 
services offered by motor common carriers, however. and the rates of the com 
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inon carriers are a very effective ceiling above which the contract carrier may 
not go and retain his business. Those contract carrier operations which are 
not competitive with motor common carriers are a direct substitute for private 
carriage and the shipper performs the service with his own vehicles if the con- 
tract carrier demands excessive charges. 

OPS bas heen very sympathetic in its handling of contract carrier appli 
cations for rate adjustment but the time lag which is unavoidable in the assem- 
bling of financial and operating data, preparation of the application to OPS, 
and processing of the application by that agency has resulted in irretrievable 
losses to many of these carriers. When the wage levels of drivers and other 
employees in a territory are increased, the contract carrier is forced to pay these 
increased costs for several months before he can obtain the necessary authority 
to adjust his charges, 

I am submitting herewith a resolution which was adopted at a meeting of the 
board of directors of this conference on February 15, 1952, and which was sub 
mitted to the Director of the Office of Price Stabilization. The operating data 
set forth in this resolution refer only to class I carriers which have annual 
gross operating revenues in excess of $200,000. The increase in the operating 
ratios of the smaller contract carriers has been much greater than for these 
larger carriers. The profits of the smaller contract carriers have diminished 
still futher as they show greater increases in their operating ratio which is the 
ratio of costs to gross revenues, 

The operating ratio means the percentage that operating costs are of operat- 
ing revenues. OPS has ruled that a contract carrier should have an operating 
ratio not in excess of 93 percent. It is nearly 100 percent for many of them at 
this time. 

Decontrol of the rates and charges of motor contract carriers will have no 
effect, whatsoever, on the price which the consumer pays for groceries, clothing. 
or household furnishings, and would have no appreciable effect on the price of 
any other commodity. When transportation costs are reflected directly in the 
price of a commodity, whether such commodity is automobiles, steel, machin- 
ery, or building materials, the charge for transportation is that published by 
the rail or motor common carriers and never is a lower contract-carrier charge. 

This conference recommends that the provisions of the Emergency Price Con- 
trol Act exempt from price control rates charged by any carrier which is reg 
ulated by a Federal or State regulatory body. 


RESOLUTION 


Whereas the Defense Production Act of 1950, revised, gives the Office of 
Price Stabilization full control over maximum rates charged by contract motor 
carriers; and 

Whereas natural competitive conditions in the transportation industry make 
it generally impossible for contract motor carriers to obtain excessive rates for 
service: and 

Whereas it is administratively impossible for any agency to pass upon and 
approve intelligently each individual increase in contract carrier charges; and 

Whereas the Director of the Office of Price Stabilization is appointing a top 
level committee within the agency to explore the question of decontrol in specific 
areas where price pressures are largely absent: to explore all possible means 
for reducing or eliminating any burdens of computation, record keeping, or 
reporting which their regulations impose in areas which remain under ceiling 
but where ceilings are, at my particular time, not effective; and to develop 
standards under which they can continually test whether decontrol is feasible, 
and when it becomes feasible, to provide an orderly and objective procedure for 
its accomplishment : Now, therefore, be it 

Resolved, That the board of directors of the Contract Carrier Conference of 
American Trucking Associations, Inc., present to this newly appointed agency 
committee of the Office of Price Stabilization a plea for decontrol of this indus 
try, with appropriate justification for requesting such action. 


STATEMENT CONCERNING CONTRACT CARRIERS UNDER OPS JURISDICTION 


Contract motor carriers do not serve the general public,.but confined their 
services to persons with whom they have contracts. The services so performed 
are ordinarily those which the shipper could perform in private transportation 
The rates charged in the absence of any controls closely approximate what 
performance would cost the shipper with jts own vehicles. This constitutes a 
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natural econome ceiling. However, when labor, materials, and supplies go up, 
these carriers must, if they are to stay in business, increase their charges, 

The contract carriers recognize that their maximum charges are under the 
Emergency Price Control Act (while motor common carriers are not) because 
these charges are not subject to the jurisdiction of the Interstate Commerce Com- 
mission, as are the maximum rates of common carriers. However, the Interstate 
Commerce Commission is not obliged to approve each and every rate increase 
filed by a common carrier. It only investigates those which there is‘some reason 
to believe are unlawful, and such investigation is undertaken upon complaint 
of an interested party. 

Machinery has been set up by OPS to process applications of contract motor 
carriers for rate relief. This makes it necessary to investigate each contract 
carrier price adjustment, which leads to a great deal of delay, costly to the 
contract carrier industry and the shippers served. 

The effect of contract carrier control under OPS, when its natural competitors 
in the industry are not subject to OPS jurisdiction is shown by the rapidly rising 
operating ratio for this segment of the industry. The following is taken from 
ICC’s Sixty-fifth Annual Report to the Congress: 


Operating ratio 


The improvement shown in the operating ratio from 94.6 percent in 1949 to 
93.1 percent in 1950 did not continue and the ratio was 94.1 percent in the first 
quarter of 1951 compared with 93.1 percent in that quarter of 1950. For common 
carriers of general commodities the ratio was 93.8 percent, for commond carriers 
of special commodities 94.6 percent, and for contract carriers 95.4 percent, as 
compared with 93.1, 93.5, and 91.7, respectively, in the same quarter of 1950. 

Revenue per ton for all class I common carriers increased 4.7 percent in the 
first quarter of 1951, and for contract carriers 2.2 percent. 

Thus it will be seen that contract motor carriers are being caught in the eco- 
nomic squeeze between strictly regulated rates, and the same rising costs of labor, 
materials, parts, ete., which their natural competitors in the industry are faced 
with. 

At the convenience of the Interagency Committee of OPS studying the 
feasibility of decontrol, representatives from the Contract Carrier Conference 
of ATA (which is the national trade association of this segment of the trucking 
industry) would appreciate very much the opportunity to appear before your com- 
mittee on behalf of this request for decontrol. 


STATEMENT OF ARTHUR I. APPLETON, APPLETON ELEcTRIC Co., CHICAGO, ILL. 


My name is Arthur I. Appleton. I am the president of the Appleton Electrie 
Co., Chicago., Ill., producers of electric fittings, specialties, lighting equipment 
and malleable castings. 

I propose to present for your consideration some brief observations on the 
two basic questions which your committee has under consideration. The first 
question is: Should the present Defense Production Act of 1950 be extended as 
now written? 

My answer is: No. It should be revised, but a Defense Production Act should 
be on our statute books as long as our country has a defense mobilization program 
under way. 

Such heing the case, the second question necessarily must be: Why and how 
should the DPA of 1950 be revised? 

It is my fervent hope that in the observations that follow I may provide your 
committee with some guidelines that will help you in drafting a workable, flexible 


and effective 1952 replacement for the 1950 Defense Production Act. 


OBSERVATION NO. 1 


Under the 1950 act the priority rules were imposed upon the entire productive 
economy of the country, when to start with, admittedly no more than 15 percent 
of total capacity wes needed for defense production. 

The 1952 act should incorporate an over-all basic plan that will be so flexible 
and effective in its application, that in times of national emergency the economy 
could be called upon to meet either sporadic or sharply increased defense or war 
requirements, while industry would need to mobilize only those elements as are 
found necessary to meet the emergency demand. 
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OBSERVATION NO. 2 


Rules established under 1950 act demanded estimates of required materials so 
far in advance of the ueriod covered, that an effective degree of accuracy could 
not be achieved. The problem of estimating was further complicated by the 
absence of any authentic information or official forecasts of the quantities actu- 
ally to be supplied in the intervening period. 

The 1952 act should specify a procedure that does not call for Nation-wide sta- 
tistical information on which to base allotments to industry, but would permit 
industry to employ ordinary business practices under simple but rigidly enforced 
governmental rules for properly channelling materials into fabrication of both 
essential and nonessential end products in their proper relationship. 


OBSERVATION NO. 3 


Under the 1950 act there is no assurance that the high-priority rating given to a 
particular end product can be extended down to the suppliers of raw materials 
or components that are essential to its completion. 

The 1952 act should insure an adequate supply of all necessary materials 
needed to fabricate all or any Components of essential end products by protecting 
such materials from prior use in less essential end products. 


OBSERVATION NO. 4 


In the case of the very large percentage of manufacturers, who produce prod- 
ucts for stock that are bought chiefly by distributors and wholesalers, the 1950 
act does not prevent a dangerous depletion or even complete dissipation of re- 
serve stocks of products that were fabricated from critical materials, by pro 
hibiting their sale to low-priority users, if all high-priority orders have been 
filled at a given time. 

The 1952 act should provide that no preduct can be sold under any priority 
rating that is lower than that under which the most critical raw materials or 
component was obtained. As critical materials become progressively less critical 
this rule can be progressively relaxed so that products so manufactured may be 
sold on lower and lower priorities. 


OBSERVATION NO. 5 


Under the 1950 act no effective measure of control is provided, that would in 
sure practical synchronization of the time when materials are needed and the 
time when they are supplied. 

Without effective synchronization two dangerous evils are left rampant viz: 
Some plants or projects get advance deliveries and thus hoard large quantities of 
critical materials or products far ahead of actual need. Other high-priority 
users of similar materials and products suffer delays which in many instances tie 
up large quantities of essential end products, or projects as the case may be, that 
cannot be completed for use. 

The 1952 act should provide for a basic plan which will insure the availability 
of ample supplies of both, essential raw materials and essential end products at 
or near the time when actually needed, through effective time ‘interlocking of 
deliveries and need, It should also provide for means of identifying the time- 
release period on the materials involved, so as to facilitate the detection of vio- 
lators and a sufficiently large compliance division should be provided to make 
certain that all regulations of the act are being observed. 


OBSERVATION NO. 6 


Under the 1950 act the procedures that were established imposed excessive 
burdens of record-keeping and paper work on both Government agencies and 
the business community. At the same time attempts at gaining a high degree 
of compliance appear to have been frustrated by the complexities of the system. 

The act should provide for capitalizing to the fullest extent the normal ad- 
ininistrative and regulatory procedures that business has developed in its process 
of building up the greatest industrial nation in the world. 

Provisions of the 1952 act should include regulations that will tend to make 
manufacturers and distributors alike hold their inventories to a minimum for 
the reason that if they did not, they would be jeopardizing the security of their 
own businesses. 
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OBSERVATION NO. 7 


Under the 1950 act no provisions were established, that would first give a 
high-priority project the absolute right-of-way on all available critical materials 
and products until completion of the project, and then permit the orderly distri- 
bution of any excess material and products to other projects in the order of their 
importance. 

The 1952 act should correct this situation. A plan that would cover most of 
the points of improvement here suggested is fully explained in my book bearing 
the title Time-Locked Priorities. If any of you have not already been supplied 
with one of these books, I shall be happy to send one at your request. 

The attached booklet presents some pertinent comments on the plan by busi- 
ness executives, editors, industrial groups and Members of Congress. 

1 believe that your committee would act wholly in the future interest of the 
country if it gives serious consideration to the observations herein presented. 

At your request I shall be glad to meet with you, or with any subcommittee 
you may wish to appoint, for a thorough discussion of the subject. 


THe ASSOCIATED GENERAL CONTRACTORS OF AMERICA, INC., 
Washington 4, D., C., March 24, 1952. 
Subject: Defense Production Administration. 
Hon. Burnet R. MAYBANK, 


Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 


Dear SENATOR MAYBANK: In order to obtain some measure of the intensity 
of the impact of the Defense Production Act upon the construction industry we 
conducted, a few weeks ago, a survey of conditions prevailing in all parts of 
the country. 

This association has chapters in every State in the Union. The more than 6,100 
members of these chapters are engaged in all types of construction, namely, heavy, 
highway, railroad, pipeline, and building construction, and the aggregate dollar 
volume of their construction operations is probably more than 75 percent of the 
Nation’s construction performed by contract. 

The results of this survey, we believe, will be of value to the committee in deter- 
mining the extent to which the various provisions of the act should be permitted 
to continue. 

We therefore submit with this communication the survey to which we have 
referred and two resolutions which were passed unanimously at the thirty-third 
annual convention of this association held in Detroit, February 25-28, 1952, and 
we respectfully request that this communication and these documents be included 
in the record of the hearings just concluded on S. 2594 and S. 2645. 

Sincerely yours, 
H. E. Foreman, Managing Director. 


RESOLUTIONS PASSED UNANIMOUSLY AT THE THIRTY-THIRD ANNUAL CONVENTION 
ADVANCE PLANNING 


An active construction industry is essential to the national economic welfare. 
The construction industry can operate most effectively when there are no 
restraints on its productive capacity. Construction projects will suit their 
purpose best and can be executed most economically when they are soundly 
planned in advance. 

The thirty-third annual convention of the Associated General Contractors of 
America in Detroit February 25 to 28, 1952, therefore strongly recommends to 
Government agencies that controls over construction activity be relaxed and 
abolished as soon as possible consistent with national defense needs, and that 
their intentions to remove controls be announced to encourage the advance 
planning of needed projects. The convention also recommends that all publie 
and private potential investors in construction, for their own benefit, carry on 
the Manning of their projects now so that construction can be undertaken when 
conditions permit. 


CONSTRUCTION CREDIT RESTRICTIONS 


The thirty-third annual convention of the Associated General Contractors of 
America in Detroit February 25 to 28, 1952, reeommends an early relaxation of 
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the credit controls in regulation X as they apply to commercial, multistory, and 
single-family housing projects, which are now retarding the development of such 
future projects deemed an important part of the economy of the Nation. 


CONSTRUCTION ACTIVITY SLOWING, PLANNING OF PROJECTS FALLING Orr, AGC 
SuRVEY SHOWS 


The Nation’s construction industry now is operating substantially below capac- 
ity and expects this situation to accentuate during the first half of 1952. 

A slowing down of new projects on the planning boards due to hesitancy of 
owners to plan in the face of uncertainties over controls presages a progressive 
idleness. 

A “spotty” situation now exists in total activity, due to construction controls, 
with some areas busy on defense-related projects and others approaching almost 
complete idleness. 

Many projects—especially buildings and major highway and bridge struc- 
tures—considered urgent to their communities are not able to proceed. 

In general, construction materials other than the controlled items—steel, 
copper, and aluminum—are abundant. There is considerable dislocation in the 
distribution of these controlled metals themselves, with steel reported plentiful 
in some areas and scarce in others. 

The labor supply is adequate in most areas, with idleness reported in some 
localities. The over-all wage trend is slightly upward. 

Some difficulties are reported in obtaining equipment, with heavy items in 
“tight” supply, and repair parts harder to obtain. 

These are the salient points in a survey of current conditions and prospects 
for the first half of 1952 conducted by the Associated General Contractors of 
America for study at its thirty-third annual convention, February 25-28 in 
Detroit. 

The survey was conducted among the ACG’s 118 affiliated chapters and 
branches, and among its directors, located throughout the United States and 
Alaska. These sources represent more than 6,100 leading firms which annually 
perform the bulk of the Nation’s contract construction. 





PLANNING DEARTH WOULD MEAN LAG 


Respondents to the survey reporting inadequate advance planning for future 
work indicated that uncertainties arising from the administration of construction 
controls are resulting in hesitancy on the part of awarding authorities and in 
vestors in construction to place their projects in the planning stage. 

The survey reflects the need for definite commitments of controlled materials 
for use at some future time on projects in the planning stage, for notice of when 
materials will be available for types of projects now postponed, and for project 
approvals to imply that allocations will be made for all materials as they can 
be used, giving assurance that the projects can be completed. 

A general halt in advance planning would mean a serious lag in getting con- 
struction under way once the projects are permitted to go ahead, resulting in 
unemployment during the period between commencement of architects’ plans 
and the start of construction. 


THE NATIONAL PICTURE 


The survey shows, in general, that the general contracting industry is pervaded 
by confusion over materials controls and by uncertainties as to future volume of 
work. The pinch of controls is being felt to an increasing degree. 

The preponderance of opinions offered were for improvement of conditions 
related to Government controls—that they should be modified or eliminated 
entirely. Many expressed the opinion that the controls on materials were not 
realistic. 

Specific results of the tabulation of replies from the association’s building, 
highway, and heavy construction chapters, considered together, are as follows 
for the first half of 1952: 

Construction activity.—51 percent report that members are generally busy and 
expect to continue active, but many replies indicate that present activity is due 
to carry-over work with none in prospect when completed; 49 percent report 
members are not busy, including the majority of builders surveyed. 

Urgent projects.—62 percent report that urgent projects—especially those con- 
nected with defense—are able to go ahead. In the 38 percent reporting otherwise 
are half the building contractors. 
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Labor—85 percent report an adequate labor supply, 15 percent inadequate ; 
82 percent report a slight upward trend in wages, with 18 percent reporting 
stabilization. 

Materials.—40 percent report adequate materials are available, 60 percent 
otherwise. However, the answers given indicate that the negative answers per- 
tained mostly to controlled materials, with many returns indicating that all other 
materials are in good supply. Some report controlled materials plentiful but 
projects not approved. In the group reporting shortages of controlled materials 
were most of the highway contractors surveyed. > 

Equipment.—65 percent report equipment is available, 35 percent report short- 
age, principally in heavy items. 

Repair parts.—63 percent report repair parts for construction machinery are 
available, 37 percent negative. Less than half the highway contractors surveyed 
report repair parts available. 

Advance planning.—Only 46 percent of the replies consider advance planning 
for future work to be adequate, with almost two-thirds of the builders terming 
it inadequate. In the heavy construction category, however, 74 percent of the 
returns report planning is adequate. 

COMPARED WITH PREVIOUS SURVEY 

Compared with the association’s survey of a year ago, this appraisal finds 
contractors substantially less busy, labor and materials (with the exception of 
controlled items) more abundant. 

Equipment supply also appears to be slightly improved, but tightening. 

While the question was not asked, a number of replies offer the information 
that competition is keen for the slackening number of projects being awarded. 

Less work in general appears to be coming. on the market, and gerieral contrac- 
tors appear to be more concerned with the future, especially in view of the 
apparent psychological impact of controls on advance planning. 


COMPARISON OF TYPES 


The impact of controls appears to be heaviest on building construction, with 
highways next. More rigid controls have been placed on several building types, 
such as commercial and institutional. 

Less activity and more apprehension is noted among building contractors, and 
their types of projects are suffering more from the lack of advance planning. 

Fewer urgent building projects are able to proceed than in the highway and 
heavy Classifications. 

While labor is reported adequate by the majority of returns, more builders 
report a good supply than the other two divisions, obviously because of less 
activity. 

In the materials field, more builders report an adequate supply than the others, 
also presumably because there is less building activity. In highway work, how- 
ever, only 9 percent report enough materials, with these contractors suffering 
badly from a lack of steel. A shortage of materials also is reported by the 
heavy contractors, with only 42 percent of those surveyed terming the supply 
adequate. 

Slightly more than half the highway and heavy contractors report equipment 
available, with less than half terming repair parts readily available. These 
contractors are the major users of heavy construction equipment. The majority 
of the builders, who have relatively less requirement for equipment, report it 
adequate. 

A constant factor that should be included in a proper analysis of this survey 
is the fact that the construction industry is now in its slack season. 


ASSOCIATED INDUSTRIES OF GEORGIA, 
Atlanta, Ga., February 29, 1952. 
Subject: Price controls. 
Hon, A. LEE PARSONS, 
Clerk, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

Dear Mr. Paksons: Will you kindly record for the benefit of the Senate Bank- 
ing and Currency Committee the following statement. 

The Associated Industries of Georgia, representing the diversified manufactur- 
ing enterprises of Georgia, concurs with the rank and file of American industry 
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in accepting the intent of Congress in enacting the Defense Production Act as 
seeking to insure availability of strategic materials and services essential to 
the armament program, with minimum dislocation of civilian production and 
maximum protection of the consuming public against inflation. 

It is a matter of record, however, that in certain sectors of our economy, 
neither materials nor manufacteuring facilities are lacking, In such cases, the 
retention of controls serves no useful purpose. To the contrary, a burdensome 
und needless expense is imposed upon manufacturers incident to the analyzation 
and application of the mass of rules and regulations; the necessity of processing 
numerous complicated forms, extra bookkeeping, and the retention of voluminous 
records. 

In addition to the foregoing, taxpayers money is being wasted by Government 
in the employment of personnel to service OPS rules and regulations in sectors 
of our economy, where such controls are no longer necessary. The facts are, that 
controls have been relaxed or eliminated in some cases where neither materials 
nor manufacturing facilities were lacking. 

Among others, it is apparent that such is the situation as to materials and 
facilities in the textile industry. 

It would therefore seem wholly within the intent of Congress that price con- 
trols be lifted in the textile industry with no unfavorable effect upon the re- 
armament program, the national economy, or the consuming public, particularly 
since the chaos penalizing this industry, which represents over 40 percent of 
Georgia’s payrolls and manufacturing volume, is being accentuated by the added 
but needless expense of controls. 

Respectfully submitted. 

ASSOCIATED INDUSTRIES OF GEORGIA 
By CHARLES S. DUDLEY, 
President and General Manager. 





RESOLUTION OF ASSOCIATED POULTRY AND EaG INpustTriIes, KANSAS CrTy, Mo. 


Associated Poultry and Egg Industries, made up of the following national 

and regional organizations: 

National Poultry Producers Federation 

American Poultry and Hatchery Federation 

National Turkey Federation 

Institute of American Poultry Industries 

National Egg Products Association 

National Poultry, Butter, and Egg Association 

Chicago Mercantile Exchange 

Northeastern Poultry Producers Council 

Southeastern Poultry and Egg Association 

North Central States Institute 

Pacific States Dairy and Poultry Association 
at a meeting duly called in Kansas City on February 10, 1952, voted to state its 
position with regard to the methods used by OPS to obtain “cost figures” in 
the poultry and egg industry. 

Reference is made specifically to a letter from the Office of Price Stabilization, 
Washington, D. C., signed by the Acting Director of the Food and Restaurant 
Division, which purportedly was sent to 92 firms dated January 7, 1952, and 
stated : 

“This letter of notification will inform you that your company is 1 of 92 
sample firms selected for a visit by a representative of the Office of Accounting, 
Food Accounting Branch, in order to obtain general cost information on process- 
ing chickens and turkeys. We will appreciate your cooperation with our 
accountant in making available to him the information we need to complete 
the survey. 

“The data are confidential and will not be revealed to competing firms. The 
information is urgently needed in the near future by the Poultry Branch, incident 
to the establishment of tailored dollars-and cents regulations for processed 
chickens and turkeys.” 

Associated unanimously disapproves this method of obtaining so-called cost 
figures for the following and other reasons: 

1. There seems no necessity to spend taxpayers’ money sending men all over 
the country to personally study the books and records of competitively operating 
-enterprises. 
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We understand that company profit-and-loss statements and other figures not 
pertaining to specific processing costs are requested. This would seem to indi- 
cate a possible interest in profit control rother than price control. We object 
to this procedure on the ground that OPS is, by so doing, assuming authority 
and responsibility not intended under the Defense Production Act. 

Previous experience with almost indentical procedure under OPA was unsatis- 
factory in many ways, and caused considerable resentment in the processing 
industry. Figures far from processing costs were demanded and interference 
to normal office procedure in so-called private industry was the result. 

2. It should be recalled that poultry products are below parity and therefore, 
are nét now legally subject to ceilings. A cost study at this time will be 
entirely irrelevant to some future date when costs and cost relationships will 
be entirely different. Furthermore, poultry and egg processing costs vary to 
such an extent depending upon the area, individual type of operation, class of 
product, etc., that a cross section of 92 studies cannot provide a workable 
knowledge of costs of the industry as a whole. The taxpayer and industry 
should, we feel, be spared this unnecessary expense and inconvenience. 

3. We have pointed out many times that the poultry industry adjusts itself 
very rapidly to the supply and demand situation, and controls are neither 
necessary nor practical. 

It was the unanimous vote of the member organizations present that our 
position, above stated, be made known to proper officials and Members of Congress. 


——— 


Hvupson Car Co., KAISER-FRAZER CorP., PACKARD Moror CAR Co., NASH-KELVIN ATOR 
CorpP., AND STUDEBAKER CORP. 


MArcH 18, 1952. 


Hon. BURNET R. MAYBANK, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear SENATOR MAYBANK: On September 19, 1951, George Romney, vice presi- 


dent of Nash-Kelvinator Corp., was extended the courtesy of appearing before a 
special subcommittee of the Senate Banking and Currency Committee to give 
testimony in regard to S. 2092. The problem being considered by the subcom- 
mittee at that time was whether or not section 402 (d) (4) of the Defense Pro- 
duction Act, the Capehart amendment, should be repealed. Congress did not 
repeal the section, and under its provisions many sellers have received relief from 
unfair prices. The absence of new inflationary pressures since its enactment 
and the general stability of the economy, demonstrate the wisdom of Congress 
in correcting the unfair and discriminatory prices which had been imposed upon 
certain segments of industry. 

The same issue has now been presented again. In his message to Congress on 
February 11, 1952, the President called for an extension of the Defense Produc- 
tion Act and also asked for certain changes in its provisions, including a repeal 
of section 402 (d) (4). S. 2645 seeks to accomplish this end. Actually, an 
entirely new problem has arisen. Mr. Putnam and Mr. Arnall wife have testified 
before your committee urge not only a repeal of this provision of the act but 
also a roll-back of some, if not all, of the price increases which have been granted 
under it. 

We are aware of the testimony presented before your committee by many wit- 
nesses on behalf of industry to the effect that the existing production and price 
controls in general are not required and should be removed and suspended. We 
are concerned, however, that if in the present conditions your committee decides 
to recommend, and Congress to adopt, a continuance of the existing controls, the 
case for continuance of section 402 (d) (4) should be clearly stated. For we 
believe that unless the Defense Production Act contains a sound and basic legis- 
lative criterion as to the role of price control in the economy such as the Cape- 
hart formula, we shall never be able to handle satisfactorily the problems cre- 
ated by uncontrolled administrative action in the field of price controls, and the 
existence of such a formula assists in the approach to decontrol. We request, 
therefore, that this letter be incorporated into the record of the committee hear 
ings now being held. 

As indicated in Mr. Romney’s testimony last September, it seems to be very 
clear from the entire record of the hearings and debate of the original Defense 
Production Act in 1950 and its extension in 1951 that it was the intention of 
Congress to establish specific policy standards to guide OPS in its administration 
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of price controls. It is apparent that Congress had no intention whatsoever of 
vranting unlimited discretion to OPS. However, that is exactly what is proposed 
by the administration in supporting S. 2645—the granting of unlimited adminis- 
trative discretion to OPS. 

Now, as in September of last year, the issue before your committee, therefore 
is whether Congress intends to reverse itself on this basic policy. 

We believe that in establishing controls over something as vital as manufac- 
turer’s prices—controls, which by their very nature threaten the continued exis- 
tence of business if not properly administered—Congress should establish stand- 
ards to insure against arbitrary and discriminatory action by the administrators 
of those controls, Congress should not, in our opinion, abdicate its authority by 
granting unlimited discretionary power. We believe that one of the motivating 
factors which prompted Congress to make its intentions more specific. in the 
Capehart amendment was the possibility of arbitrary administrative action. 

It does not appear to us that OPS has acted in a manner to indicate that un- 
limited discretionary power given to it will be wisely and properly used. The 
Capehart amendment became law on July 31 of last year. It, of course, permitted 
manufacturers to recover cost increases which had occurred prior to July 26, 1951. 
Although immediate filings under the amendment were made by the passenger- 
car companies starting in August 1951, it was not until December 1951 that OPS 
issued implementing regulations and granted the first actual price increases. 
OPS thereby compelled unwarranted and unjustified cost absorption. Thus, for 
many months OPS failed to give the mandatory price relief Congress intended. 

If section 402 (d) (4) is repealed and OPS js given the discretion it wants, 
what can the passenger-car companies expect? If the administrative action of 
OPS prior to the Capehart amendment is any criterion, then all the automotive 
industry can expect is once again to suffer discriminatory treatment. You will 
undoubtedly recall that prices on new automobiles were arbitrarily frozen and 
rolled back on December 19, 1950, when no other product was subjected to price 
controls. Other producers, including our suppliers, in anticipation of prespective 
price controls, raised their prices in substantial amounts prior to the general 
ceiling price regulation whith became effective on January 26, 1951, In March 
1951, the passenger-car industry received a token price increase of 34% percent 
which failed to compensate for its cost increases. Again in April and May of 
1951 most manufacturers, including our suppliers, were given increases under 
CPR 22 and CPR 30 which were not made available to the passenger-car industry 
antil September 17, 1951. Capehart amendment adjustments, as stated above, 
were not granted to the passenger-car industry until December 1951 and January 
of the present year, when for the first time overhead costs, which certainly are a 
necessary and reasonable cost of doing business, became recoverable. 

These increases were necessary to correct the discriminatory price freeze and 
coll-back imposed solely on passenger-car manufacturers in December 1950. 
Mr. C. E. Wilson, Director of Defense Mobilization, in testifying before your 
committee last week, agreed that these price increases were completely justified. 
He said: “I think they were justified by the fact that they had high costs 
* * * ” (tr 102). However, Mr. Putnam and Mr. Arnall, the people who are 
the actual administrators of price controls, have left no doubt of their intention 
to review immediately increases granted undef the Capehart amendment-and to 
roll back prices if section 402 (d) (4) is repealed (tr, 259, 262, 345). Mr. Arnall, 
the Price Administrator said: 

“Let me tell you this. If we can bring about the repeal, if the Congress in its 
wisdom brings about the repeal of that particular feature of the act, then we 
would immediately evaluate these cost increases, and price increases, that have 
resulted from that, and in many instances I am sure we could resort to roll-backs 
under those situations when we analyze them” (tr. 345). 

Thus, OPS not only seeks the removal of all limitations on its authority and 
discretion, but also proposes to nullify price increases granted pursuant to the 
clearly expressed intention of Congress last July. 

If there was one thing upon which the committee agreed at the time of last 
year’s extension of the act, it was that OPS should be denied all power to roll back 
prices then in effect and under which producers are currently selling. 

Mr. Putnam has testified that if section 402 (d) (4) is repealed, OPS would 
grant price relief only under its “profits standard” or in “hardship” cases 
established under section 402 (c) of the act (transcript 260-267). Congress 
enacted section 402 (d) (4) because it did not approve of the Government con- 
trolling prices by a system of profit control—a system accepted in some other 
parts of the world, but foreign to the American way. Is there any guaranty 
that in granting individual “hardship” relief—which, itself, is nothing more 
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than priee eontrols administered in terms of profit controls—OPS would act 
any more expeditiously than it did in granting relief under the Capehart amend- 
ment? If an individual manufacturer must be operating in the red to get a 
price increase and if he must wait for months for OPS to act, we fear that the 
mortality rate among businesses in all segments of industry will be pretty high. 

In addition, your committee should know that a repeal of the Capehart amend- 
ment, combined with the proposed price rollbacks, unquestionably would cause 
a distortion of competitive price relationships among car manufacturers, re- 
acting very seriously to the disadvantage of the smaller companies. The Govern- 
ment action in December 1950, rolling back car prices to the December 1, 1950, 
level, resulted in a completely distorted price structure for our industry. Gen- 
eral Motors and Ford price increases which had taken place after December 1, 
1950, were rolled back and Chrysler was prevented from placing in effect any 
increased prices. Thus, GM, Ford, and Chrysler prices were frozen at very low 
levels. On the other hand, the smaller companies were permitted to keep in 
effect increased prices announced before December 1, increases which had been 
placed in effect as a result of cost increases. This was an apparent, not a real, 
advantage to them. The abnormally low prices of GM, Ford, and Chrysler which 
they were forced to maintain by OPS, had the effect of taking business from the 
smaller companies. This is a situation harmful to the smaller companies which 
we are certain Congress will not knowingly recreate. 

The normal price relationship among the various industry members cannot be 
alisturbed without seriously threatening the competitive positions ‘of the manu- 
facturers—particularly the smaller companies. The price roll-backs con- 
templated by Mr. Putnam and Mr. Arnall—which, presumably, would set prices 
at the March 1951 level—would simply reimpose the price distortion on the small 
companies which was corrected after the Capehart amendment was enacted. 

We urge strongly, then, that you retain section 402 (d) (4) as a part of the 
price-control procedure in the Defense Production Act or, at least, that you 
retain in any legislation adopted, a provision which guarantees price increases 
to cover actual cost increases long ago in effect, and one which will preserve the 
normal price relationships among car manufacturers. We are not asking your 
committee to approve legislation which would permit our companies to recover, 
dollar for dollar, all cost increases which have come along or will come along 
in the future. All of us are now and have been absorbing increased costs on 
every car turned out. Under section 402 (d) (4) all cost increases occurring 
from and after July 26 rest entirely on the shoulders of the manufacturers. 
In short, there has been no run on the OPS bank by the car companies. What 
we do object to, however, is the plan of the administration to restore full and 
unlimited diseretionary power to OPS—power not only to deny arbitrarily to 
manufacturers price adjustments but also power to revoke adjustments which 
the Director of Defense Mobilization has recognized as entirely justified. 

We believe that your committee should also give serious consideration to the 
effect on manufacturers of cost increases which have occurred since the middle 
of 1951 and which are expected in the future. Since July 26, 1951, automobile 
companies have increased wages every quarter to account for cost-of-living ad- 
justments. Material costs have also increased and the steel industry right now 
is seeking a price increase. Under the Capehart amendment, these increases 
must be absorbed, but is there any assurance that costs will not, with WSB 
and OPS approval, spiral so high as to eliminate completely present reduced 
earnings? 

Consequently, we believe the case for the Capehart amendment is as strong 
or stronger than when it was originally adopted. Therefore, we oppose its 
emasculation or its repeal. , 

On the contrary, in view of the prospective steel increase, it may well be 
necessary to provide by statute for further ceiling price increases if we are to 
maintain a sound economy. We recommend, therefore, that the committee defer 
action on extension of the Defense Production Act until it has had an oppor- 
tunity to appraise the impact of the steel settlement on the economy. If at that 
time, it is apparent that relief in addition to that presently provided by the 
Capehart amendment is required, we urge that this committee include appropriate 
amendments in any extension legislation which will provide such added relief. 

Respectfully yours. 

Hupson Moror Car Co. 
KAISER-F'RAZER CorP. 
Packarp Moror Car Co. 
NasH-KELVINATOR Corp. 
STUDEBAKER Corp. 
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STATEMENT OF BOWLING PROPRIETORS ASSOCIATION OF AMbBRICA, INC., JOSEPH 
G. GUBMAN 


OUTLINE OF CONTENTS 


Bowling, like motion pictures, theaters, barbers, and beauticians, should be 
exempt from price control legislation for the following reasons: 

1. This activity is not embraced in any of the categories specified by Congress 
as the reasons and purposes of price control legislation. 

2. The expenditures of bowling, with or without price increases, do not affect 
the national economy. 

3. The expenditures for bowling, with or without price increases, do not affect 
the National Defense Program. 

4. The cost to the Government for the supervision and enforcement is incom- 
mensurate with the questionable benefits of price controls over bowling. 

5. The possible benefits of price controls are so inconsequential as not to war- 
rant subjecting this activity to legislation. 

6. Bowling is not a “service” within the intent of Congress, as stated in the 
Defense Production Act of 1950, as amended. 


To the honorable Committce on Banking and Currency of the United States 
Senate: 

1. This presentation is respectfully submitted in behalf of the Bowling Pro- 
prietors Association of America, Inc., a membership association which em- 
graces the majority of the larger commercial bowling alley establishments in 
the country. 

2. It is urged upon the Committee that in the proposed legislation, reenacting 
the Defense Production Act of 1950, as amended, that bowling be specifically 
exempt from price control by being treated in the same manner as motion pictures, 
theaters, barbers, and beauticians. It would be especially equitable to do so since 
motion pictures, theaters, radio, and television, all of which are the principal 
competitors of bowling are presently exempt, by the act, from price controls. 

3. Such exemption from controls would not be inconsistent with either the 
“Declaration of Policy” (sec. 2) or the aims and purposes (sec. 401) of the exist- 
ing Defense Production Act of 1950, as amended, nor would exemption of this 
amusement materially affect the national economy or the defense program, 
Furthermore, the cumbersome record-keeping, filing of ceiling prices, and other 
burdensome duties of compliance, as well as the cost to the Government of super- 
vision and enforcement, are wholly incommensurate with the need for controls 
or the supposed benefit to the Nation as a whole or to the people who patronize 
this amusement. 

4. It is respectfully urged upon this committee and upon Congress that bowling 
is not a proper subject of price control. Congress has specifically set forth the 
considerations which prompted the enactment of the Defense Production Act 
of 1950, as amended, by listing the purposes of price stabilization legislation, 
which in substance are the following (sec. 401 of the act) : 

(a) To prevent inflation ; 

(b) To insure that defense appropriations are not dissipated by excessive 
costs and prices; 

(c) To stabilize the cost of living for workers and other consumers; 

(d) To eliminate and prevent profiteering, hoarding and speculation ; 

(e) To protect consumers from undue impairment of their living standards; 

(f) To prevent economic disturbances, labor disputes, ete. ; 

(g) To assist in maintaining a reasonable balance between purchasing power 
and the supply of consumer goods and services. 

(hk) To protect the national economy against future loss of needed purchase 
power by present dissipation of individual savings ; 

(i) To prevent a future collapse of values. 

5. It will be demonstrated that bowling does not fit into any of the categories 
specified by Congress as the reasons and purposes of price control legislation. 
Any price controls over such goods or services which do not accomplish any of 
the foregoing purposes are unnecessary; are unintended by Congress; serve no 
useful purpose; do not qualify under the stated conditions and purposes; accom- 
plish nothing for the national economy or defense program; and are a burden 
upon the small-business man, accidently caught in the web of legislation which 


was general in nature and who is not intended to be the subject of statutory 
control, 
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6. Applying and comparing each of the aforementioned purposes to bowling, 
in the same order as above listed, what do we find? 

(a) Inflation? In the bowling industry there has been no inflation over the 
price levels that existed during the period from May 24, 1950, to June 24, 1950, the 
period designated by section 402, (b), (2) and section 402 (c) of the Act. A 
national survey made as of last spring indicates that increases in prices over 
the previous year were as follows: League bowling (evening, 2.26 percent) ; 
league bowling (other times 1.86 percent); open bowling (evenings, 4.32 per- 
cent) ; open bowling (other times, 3.96 percent). Since league bowling Cconsti- 
tutes about two-thirds of all bowling, it appears that the highest average increase 
for two-third of the total business was about 244 percent and for the remaining 
volume of business such highest average increase was about 414 percent, or less. 
Since this survey, there was no additional increase in bowling prices except 
for the rare case where an application for an adjustment has been filed. It 
clearly appears that for bowling there has been no substantial increases com- 
parable to the general increase in prices for other commodities or services. In 
short, the record of the bowling alley proprietors in respect of the voluntary 
price controls is exemplary and thoroughly incompatible with the concept or 
practice of inflation. 

(b) Dissipation of defense appropriations? Bowling is so completely unre- 
lated to defense appropriations or expenditures as to be entirely foreign to that 
particular problem. 

(c) Stabilization of the cost of living? Except in the case of an increase 
authorized by OPS as a result of an application for hardship, which we are 
informed has been rather rare, there has been no authorized price increase for 
bowling during the same period. The cost of living, according to the Bureau of 
Labor Statistics of the United States Department of Labor, has increased from 
181.6 in January 1951 to 190.2 in January 1952. During the same period there 
has been no price increase whatever authorized by OPS, except in the cases 
where an application for adjustment based upon a hardship had been filed (which 
as above stated, is rather rare indeed). Nor do the increases indicated in sub- 
paragraph (a) show a substantial increase from the spring of 1950 to the 
spring of 1951. 

Moreover, the price of bowling cannot materially affect the cost of living. For 
one thing, bowling is not a necessity ; secondly bowling, by its very nature, cannot 
substantially influence the standard of living. Bowling patrons consist of two 
types—the occasional bowler, and the “league” bowler. The latter belongs to a 
league or group and bowls with his or her team on a regular weekly schedule 
of three games per week, averaging approximately 32 or 33 weeks for the entire 
year. The average charge for bowling in this country varies between 30 and 35 
cents per game (a small percentage charge a few cents less or a few cents more). 
If this amusement were exempt from controls and if each proprietor increased 
his price 5 cents per game (which is hardly likely, since the price of bowling 
never did increase by leaps and bounds, nor can it be imagined that any proprietor 
would be able to receive an increase in excess of 5 cents per game) such increased 
cost to a league bowler, that is to say, for a bowler who bowls regularly under 
a fixed schedule for the entire season, amounts to 15 cents per week or $4.95 for 
the entire year. For the occasional bowler, it would naturally be that much less, 
per year, To a bowler who plays the game twice as often as a league bowler, an 
increase would be $9.90 for the entire year. These are maximum increases 
that can be anticipated. In many cases there would be a lesser increase 
and in some cases there would be none at all. It is estimated that league bowling 
represents about two-thirds of the total bowling throughout the country. Thus 
it becomes obvious that the possible increase in the price of bowling, if any, is so 
infinitesmal, compared to the total average cost of living, as to be wholly incon- 
sequential. In fact, and in support of this view, the Office of Price Stabilization, 
in its recent decontrol for bowling pins (the most expensive item of continuous 
replacement due to wear and tear) asserted, as the grounds therefor, that: 

“The commodities exempted by the amendment are of minor significance to the 
economy and have but a trifling effect on the cost of living, the cost of the defense 
effort and general current industrial costs. These commodities are not so related 
to any commodities which are important to the cost of living, the cost of the 
defense effort, or to general current industrial costs, as to have any effect on the 
controls of commodities remaining under ceiling price regulations” (General 
Overriding Regulation 5, amendment 4, January 30, 1952). 

The foregoing appears to be the criteria adopted by the OPS in determining 
whether a commodity or service so affects the cost of living as to require controls 
or not. 
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Bowling is less a factor in the cost of living to the average wage earner than 
are motion pictures, or theaters, judging by the extreme differences in the com- 
parative expenditure for the respective items on a national scale. Bowling and 
inflation cannot be mentioned in the same breath. The principal aim of the act, 
namely, the prevention of inflationary tendencies, has no application to this game. 
If that be so, bowling, by its very nature, excludes itself from that very purpose 
of the act. By extension of a logical conclusion it should be specifically exempted 
from controls in the act. 

(d) The elimination of profiteering, hoarding, and speculation? This purpose 
was apparently intended for speculation in scarce commodities. It obviously 
has no application to a game which cannot become the subject of hoarding, sale 
and resale at profits, or speculation. 

(e) The protection of consumers from undue impairment of living standards? 
For one thing, bowling is neither a necessity nor the subject of an urge so great 


as to be comparable to a necessity, as, for example, smoking. Should it become 
necessary for a patron to bow! less frequently (an assumption for the purpose 


of this discussion, but by no means an admission) his living standards will not 
be unduly impaired. It is estimated that there are less than 4,000,000 bowlers 
in this country. This is concluded from the fact that the aggregate of bowlers 
“sanctioned” by and registered with the men’s, women’s, and minors’ bowling 
associations in the United States is slightly over 2,205,000 bowlers. These are 
the “league” bowlers. League bowling constitutes two-thirds of the total bow]- 
ing. Hence an additional third would be 735,000 more bowlers, or a grand total 
of 2,940,000, or almost 3,000,000 bowlers. To this we add, for good measure and 
for possible oversights, another million. That means there are about 146,000,000 
nonbowlers among our population, constituting over 97 percent of the public 
whose living standards are in no wise affected by this subject. 

Of greater significance in this respect is the fact that the post-Korean inflation, 
which threatened to impair living standards and which caused the enactment 
of the Defense Production Act, and the controls which is authorized, did not 
materially affect the volume of bowling business (for which figures are cited 
in paragraph (g) following). So that, if bowling should be considered an 
essential integer of living standards, such element of the standard of living 
appears to be immune for any impairment of its standard by outside inflationary 
pressures. The only logical explanation for this phenomenon is that the cost of 
bowling, in relation either to the national economy or to the individual bowler, 
is trifling, insignificant, and meaningless. 

(f) The prevention of economic disturbances and labor disputes? This pur- 
pose deals with a different subject not related to bowling, but rather to wage 
stabilization and bears no relation to the subject under discussion. 

(g) The maintenance of a reasonable balance between purchasing power and 
the supply of consumer goods and services? Again, bowling by its very nature 
cannot become the subject of such a program. Bowling is not that kind of a 
commodity or service, the sale of which varies with a fluctuating market, or 
changes in price range. The service, if indeed it be a service, cannot be stored 
or withheld for a rising market, nor can it be dumped upon a falling market, as 
might be the case with other commodities or services. This is due principally to 
the nature of the game and its physical restrictions. For one thing, if prices 
were to soar or to fall, as the case may be, bowling cannot be sold at a rate 
faster or Slower than about 644 games per hour. That is the average speed 
of the game, regardless of how many patrons bowl at the same time. Further- 
more, as can be expected, most bowlers desire to bowl between 7 and 11 p. m., 
the usual hours available to the average person for amusement and recreation. 
Comparatively very few people are available who wish to bowl at other hours. 
In consequence, no matter how many patrons crowd the establishment during 
the more popular hours, no more than 6144 games per hour, per alley bed, can 
be sold. The other patrons must wait their turn, or be nonpaying spectators. 

On the other hand, during the off hours, one cannot induce a patron who must 
be at his work or at home sleeping, to bowl at any price. In this respeet bowling 
income differs radically from motion-picture or theater income, where a good 
picture or show will attract crowds, resulting in greater revenue, whether the 
patron is seated comfortably or views the show from the standing-room-only 
section in the rear. Crowds in bowling alleys are deceptive, since they are not 
a source of bowling revenue unless they actually bowl. It follows that bowling 
is not a commodity, the supply of which must be balanced with purchasing power. 
The supply is more closely controlled by the leisure hours of its patrons rather 
than by purchasing power. As an additional indication of this concept, it is 
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respectfully pointed out that notwithstanding the inflationary pressures which 
precipitated controls, and which, one would think, should have adversely af- 
fected the volume of bowling business, that the survey mentioned earlier, from 
March to May of 1950 compared to March to May of 1951 (commencing with 
the period prior to Korea and ending after the imposition of controls) shows a 
decline of only 9.34 percent. If the inroads made on this volume of business 
hy television were deducted (if it could be accurately identified) it would show 
a still lesser decline in volume. This is a clear-cut indication that purchasing 
power is unrelated to the supply of this commodity. Most likely this negative 
relationship is due to the most oustanding fact that the amount spent for bow!- 
ing is of no great consequence to the average wage earner; that it is, indeed, 
insignificant. Congress ought not to concern itself with such insignificant trifles. 

(h) The protection of the national economy against future loss of purchase 
power through dissipation of savings? Conceivably, a person may dip into sav- 
ings to make both ends meet, if purchase power is impaired. This possibility 
would apply to necessities or to the more substantial luxuries, for examp!e, furs, 
cars, diamonds, boats, etc. To be concerned that a person would deplete his 
present bank account to a point where future purchase power would be impaired — 
to go bowling or to pay an increased price for bowling is in the realm of fantasy. 
specially so since possible increases, if any, for an entire year’s bowling must 
be of necessity so trivial an amount. 

(i) Finally, the prevention of a future collapse of values? Bowling, of itself. 
is no standard of comparison of value. Nor can so small an element of the 
national economy be that kind of a yardstick as to affect the whole. It is neither 
possible nor conceivable that bowling, whose record of price stability is exem 
plary to the rest of the Nation’s activities, should become subject to price rises 
giving away or contributing to a collapse of values. On the contrary, even 
with price-control legislation the cost of living went up (as indicated in sub 
paragraph (c), while the cost of bowling did not. In short, bowling prices enjoy 
2 stability uncommon to general trade. One of the reasons for this is that 
league bowling is sold upon a fixed price, by written or oral contract for the 
entire bowling season, which is invariable. In fact these contracts are usually 
arranged many months in advance of the season, so that the stability of the 
price is usually for a period of at least a full year. Open bowling, by the same 
token, cannot vary appreciably in price since, after all, bowling is bowling, be 
it open play or league play. The game, by its peculiarities, does not readily lend 
itself to erratic price fluctuations. If anything, it induces stability rather than 
variance and is an excellent influence upon the national economy to the limited 
extent that so small an activity can possibly influence our national expendifures. 

7. From all of the foregoing, it becomes evident that when Congress enacted 
the Defense Production Act of 1950, and its amendments, for the reasons which 
then existed, the prices charged for bowling were not the motivating causes 
for this legislation; that the factors which prompted the Congress to impose 
controls did not then and do not now apply to bowling; that bowling is subjected 
to controls by impelling conditions pertaining to the sale of commodities and 
services other than bowling; and finally that none of the purposes of the act 
are accomplished by regulating bowling. 

&. The imposition of controls over this game has subjected the bowling alley 
operator to filing of ceiling price schedules and other additional record keeping 
and compliance provisions which have burdened the bowling operator with an 
onerous and difficult problem. Many bowling alleys maintain a snack bar for 
food and beverage refreshments. The ceiling prices on the food and beverages 
are governed by an OPS regulation (CPR 11) under which ceilings are imposed 
on the basis of percentage of “food cost” and not unit prices, as in bowling. The 
result is that in so small a business the operator has two incompatible standards 
of prices; that is, for food and beverages he has a variable price depending upon 
the cost of the food and beverages to him, without regard to increased costs of 
rent, heat, light and power, insurance, labor, and other overhead items, while in 
bowling there is a fixed price dependent upon a base-period price, which, pre- 
sumably, did take into account these overhead items. Yet the overhead for 
both phases of the business is one and the same. At this late date, the Office 
of Price Stabilization has still been unable to establish any formula or rule of 
procedure to allocate these overhead costs in determining applications for ceiling 
price adjustments, probably due to the difficulty, if not the actual impossibility, 
of promulgating a practical approach to the problem. 

9. In addition, enfercement of a regulation fixing the amount a patron should 
pay to go bowling, which varies from one establishment to another by only a few 
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pennies, imposes a burden and expense upon the Government which is wholly 
incommensurate with the benefits such regulation could possibly attain. In fact, 
when the Office of Price Stabilization decontrolled bowling pins (General Over- 
riding Regulation 5, amendment 4, January 30, 1952), it stated the following 
as among its reasons for decontrol : 

“Furthermore, any ceiling price restrictions imposed on these commodities 
would involve an administrative and enforcement burden out of all proportion 
to the importance of keeping them under price control. Considering the types 
of commodities exempted, this amendment will not have any material effect on 
the general level of prices.” 

It seems incongruous for OPS to exempt bowling pins, the most expensive 
replacement item in a bowling alley, and not to decontrol bowling. 

In addition, it is pointed out that bowling proprietors are small-business men: 
sowling is not a gigantic enterprise. The cases where more than one establish- 
ment is owned by the same proprietor are few and far between. The complicated 
duties of compliance place a very heavy onus upon these small-business men who 
ure not equipped to comply with these onerous duties as compared to big business, 
when there is so little purpose that may be accomplished by this burden. 

10. Sufficiently important and not to be overlooked is the disturbing fact that 
it may well be that Congress did not intend to regulate the price of bowling in 
the first instance, and that the Office of Price Stabilization has extended its 
jurisdiction over this activity beyond the scope of the Defense Production Act 
of 1950, as amended, and beyond the authority vested in it by the Congress. 
A serious question presents itself: “Is bowling a service?” Or does not the 
bowling-alley operator merely make available to a bowler his facilities, upon 
which the bowler renders to himself his own service? Does not the bowling 
proprietor merely sell a privilege? Did not Congress intend, by the use of the 
word “service,” something that is performed by a person such as cleaning a suit, 
or painting a house, or fixing a car, etc.? 

11. In point of fact, this question has completely confounded the Office of 
Price Stabilization to a point where one division of the Office of Price Stabiliza- 
tion, by its definition of the word “services,” has and still does violently con- 
tradict another division and the extent of the jurisdiction of the Office of Price 
Stabilization depends upon the mere accident of which division one deals with. 
For example: 

(a) The original general ceiling price regulation, issued January 26, 1951, which 
governed both sales and materials, as well as services, defined “services” (sec. 
22) as follows: 

“This term includes any service rendered or supplied otherwise than as an 
employee, and contracts to sell or supply such services.” 

This is a simple definition along logical and obvious lines, wholly within the 
intent of the congressional statute. Later, Ceiling Price Regulation 34, issued 
May 11, 1951, divorced many services from general ceiling price regulation but 
excepted certain services which are still governed by the original regulation. 
A new definition of “service” was added (CPR 34, sec. 27 (a) (17)), which reads 
as follows: 

“ ‘Service’ or ‘services’ means any act or acts performed or rendered, other 
wise than as an employee, for a fee, charge, or other consideration. The term 
includes any privilege sold or granted, or any forbearance to act, for a fee, 
charge, or other compensation. The term also includes the rental of any com 
modity or services if the rental charged is not covered by another ceiling price 
regulation and has not been exempted from price control.” 

It should be noted that the Office of Price Stabilization has added to its 
definition the sale of a privilege or a rental of a service. Thereafter on June 7, 
1951, the original general ceiling price regulation was officially reissued, em 
bracing all amendments thereto up to that date. There, the definition of a 
service Was given as follows: 

“This term includes any service rendered or supplied, other than as an 
employee.” 

Thus we have three separate defintions of the meaning of the word “services,” 
one of which was issued on January 26, 1951 (GCPR), which gives a fair 
definition of the term; another issued on May 11, 1951, under CPR 34, which 
has added thereto the sale of a privilege and the rental of a service, which was 
not contained in the earlier definition; and finally, a third definition issued on 
June 7, 1951 (GCPR), which again reverts to the original definition and does 
not include the sale of a privilege or rental of a service. 

Whether an activity is subject to controls depends, apparently, on potluck. If 
the so-called service comes under CPR 34, the definition includes the sale of a 
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privilege, but if the service comes under GCPR, the definition does not include 
the sale of a privilege. 

12. Does the Office of Price Stabilization have a right to include the sale of 
a privilege, or is there such a thing as the rental of a service, or Can a service 
be rented out? 

The answer to these questions is to be found in the act itself. Congress did 
not expressly define the word “service.” It follows that its meaning must be de- 
duced from the manner in which it is used in the statute. For example, section 
402 (c) of the statute, in describing the manner in which regulations shall be 
promulgated, used the word “services” in such a way as fully to deseribe its in- 
tended meaning, leaving no room for doubt as to the maximum activities to be 
embraced by this word. In that section appears the clause: “* * * and gen- 
eral increases or decreases on the profits earned by sellers of the material or by 
persons performing the service * * *” [Italics ours]. <A service as contem- 
plated by Congress is that which is performed by a person. It is not something 
that can be rented. Rentals apply to real property and in certain instances to 
chattels, but not to an intangible activity. When Congress used the phrase “per- 
forming a service,” it indicated what type of service it contemplated. Perform- 
ance cannot be the subject of a rental. The definition of the word “service” in 
CPR 34 not only goes beyond the intent of Congress but has created a standard 
Which is nonexistent and which is unauthorized. The lack of congressional 
authority is indicated by the utter confusion on the part of OPS in its attempt 
to enlarge and extend its definition of services at one time and to restrict it 
within logical bounds at another time. Nevertheless, bowling proprietors, hav- 
ing been specifically named in an OPS press release of May 11, 1951 (although 
not in any regulation), find it necessary to appeal to the legislature for specific 
exemption, The mere fact that bowling had not been specifically excepted in 
the original statute does not of itself infer that it was intended to be excluded. 
For example, a theater or motion-picture house clearly performs a service in 
preparing and presenting its show or picture. Hence, if they are to be excluded, 
the statute must state that fact, which it does. But an activity which is the sale 
of a privilege, as the OPS puts it, is not the sale of a service, and, ordinarily, 
would not require a specific statement that it is excluded. It is because of the 
Office of Price Stabilization’s extension of its authority by its own definition that 
makes it necessary for Congress to state whether bowling, which is not a service, 
is not to be included under controlled activities. 

13. In summary, it is respectfully urged upon this committee that with respect 
to bowling there is no need for price regulation for the reasons that: 

(a) The price or expenditures for bowling do not-affect the national economy ; 
and 

(b) That bowling does not qualify under any of the aims and purposes of the 
Defense Production Act of 1950, as amended ; and 

(c) That no substantial benefits derive from controls to warrant subjecting 
this activity to regulation ; and 

(d) That the burden upon the operator and the Government far outweighs 
any advantages to be attained by controls; and 

(e) That bowling is not a service and was not intended to be subject to 
controls. 

14. It is respectfully requested that the 1952 amendments to the Defense Pro- 
duction Act specifically exclude bowling along with motion pictures, theaters, 
barbers, and beauticians. 


BRUNSWICK-BALKE-COLLENDER Co., 
March 14, 1952. 
Hon. BURNET RHETT MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
Washington, D. C. 

DeAR SENATOR MAYBANK: The price-control powers provided by the Defense 
Production Act have for their basic purpose the promotion of the national defense. 
Congress did not intend these powers to be exercised to blanket the whole economy, 
as evidenced by the exemption of many commodities and services which do not 
adversely affect the promotion of the national defense, and which make no sig- 
nificant contribution to our national economy. 

The Brunswick-Balke-Collender Co. respectfully requests that the prices of 
bowling and billiard equipment, supplies, and maintenance and repair services 
be exempted from the exercise of the authority conferred by title IV of the 
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Defense Production Act on the grounds that control over the prices charged for 
these materials and services is neither necessary nor appropriate to effectuate 
the purposes of the Defense Production Act. The normal demand for these 
materials and services is so limited that increases and decreases in prices have 
no impact whatsoever on the national economy; the total volume of sales is 
too small to be weighed in the balance between purchasing power and supply of 
goods and services, and the prices charged for these commodities and services 
will neither impair living standards nor be in any way incompatible with the 
purpose and intent of the Defense Production Act. 

The Brunswick-Balke-Collender Co. represents the bowling and billiard equip- 
ment and supplies industry. It has consistently sponsored and promoted the 
games of bowling and billiards for the past 106 years, and has been primarily 
responsible for the present universal interest and participation in these recrea- 
tional sports. It presently maintains a large factory in Muskegon, Mich., another 
in Marion, Va., executive offices in Chicago, Ill, and 27 branch offices in the 
principal cities of the United States. It sells 77.2 percent of the total volume 
of bowling and billiard equipment sold in the industry, and is the only firm in 
the industry which exclusively manufactures, distributes, wholesales, and retails 
a complete line of bowling and billiard equipment nationally. 

The normal demand for the subject materials and services is extremely 
limited. The largest source of income is the same of new bowling-alley in- 
stallations. The volume of this business normally varies from 250 to 325 sales 
per year. Each installation is custom built, engineered to fit the premises in 
which the alleys are installed. Because of the uniform specifications established 
and maintained by the American Bowling Congress, bowling-alley installations 
require premises of single-purpose design. This usually requires the construc- 
tion of new buildings. Last year the building restrictions imposed by the 
National Production Authority severely curtailed our sales and impaired our 
earnings. Our total volume of new bowling-alley installations was 126 sales. 

The second largest source of income is the sale of bowling pins to bowling- 
alley proprietors. The Office of Price Stabilization has exempted bowling pins 
with the following statement of considerations: 

“The commodities exempted are of minor significance to the economy and have 
but a trifling effect on the cost of living, the cost of the defense effort, and gen- 
eral current industrial costs. These commodities are not so related to any com- 
modities which are important to the cost of living, the cost of the defense effort, 
or to general current industrial costs as to have any effect on the controls of 
commodities remaining under ceiling-price restrictions. Furthermore, any 
ceiling-price restrictions imposed on these commodities would involve an admin- 
istrative and enforcement burden out of all proportion to the importance of 
keeping them under price control. Considering the types of commodities ex- 
empted, this amendment will not have any material effect on the general level 
of prices.” 

The third largest source of income is the sale of bowling-alley modernization 
equipment to bowling-alley proprietors. This equipment is purchased to replace 
obsolete or worn-out equipment, or to modernize existing alleys with new or 
improved equipment. This type of purchase is an additional capital invest- 
ment made to increase earnings, or it might be said is a replacement cost to main- 
tain earnings. All items of equipment in this category are built to give satis- 
factory performance for from 15 to 24 years. The cost is depreciated over a long 
term and is a very insignificant factor in the cost of doing business. Sales are 
nonrecurring and the volume is very small. A total of 814 persons in the entire 
country bought Brunswick equipment last year. 

The other sources of income are the sales of bowling balls, bags, and shoes, 
bowling-alley supplies and finishes, the maintenance and repair of bowling 
alleys and equipment, billiard tables, and billiard supplies. Bowling balls and 
shoes are sold to bowling-alley proprietors and dealers for house use and to 
individual bowlers for their personal use. Every bowling-alley establishment 
is equipped with bowling balls, the use of which is already included in the price 
of the game of bowling. Most establishments have rental shoes and locker 
facilities. A bowler does not have to invest in a ball, a bag, or a pair of shoes 
to enjoy participation in this recreational sport. 

The maintenance and repair of bowling alleys and equipment is an extremely 
competitive phase of our business. Most of our competitors are individuals, 
or small groups of individuals, who have no overhead other than a small truck, 
a sanding machine, and a carpenter’s kit. None of the services we supply 
are profitable. They are maintained solely as an accommodation to bowlers 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1613 


and bowling-alley proprietors, to maintain and promote the present fine standards 
of play. 

Another source of income is the sale of billiard tables and billiard supplies 
which are priced to sell at retail. They are purchased by some individuals 
for personal home use and by others for commercial use. The price is the same 
to all purchasers, without regard to the ultimate use of the equipment and 
supplies. Again, the market is very limited. A billiard table is an expensive 
investment and lasts indefinitely. Many are still in operation after 40 years of 
service. Last year our company sold billiard tables to a total of 810 persons 
in the entire country. 

The bulk of our sales volume of billiard supplies consists of the sale of billiard 
cloth, cushions, and balls. These are obviously items which are purchased 
only by billiard-table owners. The purchase of cues is a matter of personal 
indulgence. Every billiard establishment offers a wide selection of cues, the 
use of which is included in the price of a game of billiards. Neither ownership 
of a table nor ownership of a cue is essential to participation in this sport. 
Total sales of cues last year was less than $200,000. 

We believe it is evident that our materials and services are not cost-of-living 
items; that the prices charged will not dissipate savings or impair the standard 
of living, and that Federal control of these prices can contribute nothing to 
the maintenance of a reasonable balance between purchasing power and the 
supply of consumer goods and services. Price controls actually retard our re- 
search and development program, impair our earnings, and interfere with our 
defense production. 

On October 23, 1951, we filed a petition with the Director of Price Stabilization 
for the decontrol of bowling and billiard equipment, supplies, and maintenance 
and repair services. A copy of this petition is attached hereto as appendix A. 
Consideration of this petition was divided between two divisions of the Office 
of Price Stabilization. 

The Consumers Durable Goods Division concluded that bowling balls should 
remain under price control, billiard equipment and supplies should be held in 
abeyance, pending further consideration, and bowling pins should be exempted. 

The Industrial Materials and Manufactured Goods Division took the balance 
of our petition under consideration. It was assigned to the Building Materials 
Branch for action. After 2 months of study, including many discussions with 
industry representatives, the Branch recommended that the prices of bowling 
alleys, bowling equipment, and the maintenance and repair thereof, be exempted 
from price controls. The Division deferred action on this recommendation from 
December 1951 to February 1952, and then rejected the recommendation and 
directed the Branch to reverse its conclusions. We have not been informed of 
their reasons for this action, but believe it is due to a general resistance to decon- 
trol rather than to a refutation of the merits of our specific case. 

One objection, voiced by the Director of the Services Division of the Office of 
Price Stabilization, was that any price increase permitted by the decontrol of 
our materials and services might become a cost factor which would entitle bowl- 
ing and billiard proprietors to an increase in their ceiling prices. It is the same 
argument that was advanced by the plaintiff in the case of the Philadelphia Coke 
Co. v. Bowles ((ECA 1943) 139 F. 2d 349). In that case the court denied that 
a business was entitled to an increase in its price ceilings because price increases 
granted to its suppliers resulted in higher costs; and held that, to warrant an 
increase, the business would have to show an unreasonable decrease in profits. 

In the case of the billiard and bowling industry such an argument is absurd. 
A proper allocation of the depreciation of a complete bowling-alley installation, 
including equipment, amounts to approximately 2 cents per bowling game. The 
allocation of the total costs of normal or average maintenance and repair services 
is 0.00166 cent per game. The entire cost of bowling pins is a little less than 3 
cents per game. Thus less than 6 cents per game is represented in the entire 
investment, maintenance, and operation of a bowling-alley establishment. 

The above statements are proportionately true of billard-table and billiard- 
equipment sales. In the year 1950 (prior to price control) our sales of billiard 
equipment and supplies averaged $12.75 per table. This is a cost of approxi- 
mately 1 cent per hour of play. The amount of depreciation of the table, allocated 
as a cost of operation, is approximately 4 cents per hour of play. 

The Services Division’s exercise of its price-control powers over the bowling 
and billiard-playing privileges sold by bowling and billiard proprietors sharply 
conflicts with the reasons advanced by its Director in support of his objection to 
the exemption of the balance of our materials and services. The Services Divi- 
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sion has not only taken cognizance of the above-cited decision but has interpreted 
“an unreasonable decrease in profits” to mean cost increases of such magnitude 
as to threaten the continued operation of a service business. We quote from a 
letter received by us from the Office of Price Stabilization: 

“Your legal (price) increase may not be passed on by adding to the ceiling 
price established for the service operator under Ceiling Price Regulation 34. If, 
over a period of time, such increases become one of the factors causing an over- 
all impairment of pre-Korean earnings and threaten the operation of his sery- 
ice, your purchaser may be able to qualify for a legal adjustment by individual 
aplication. However, as each is an individual application, there is no way to 
determine definitely whether an adjustment might result.” 

Time and again, we have submitted information establishing the insignificance 
of our prices on the purchaser's cost of doing business. The information has 
been dismissed with the reply that “our conclusions do not take into considera- 
tion services of like nature which may be rendered by others.” We have never 
been able to obtain an explain of this generalization. 

If the Services Division's objection is a statement of principle, it is inimical 
to the principles promulgated by the Defense Production Act as amended. It is 
the same principle that was propounded in the denunciation of the 1951 amend- 
ments to the Defense Production Act. Adherence thereto would prohibit the 
exemption of any commodity or service, however irrelevant, and would blanket 
the entire economy with controls; it would resurrect many of the questionable 
polices of the OPA. 

The Services Division is the administrative unit that argued the necessity of 
maintaining controls over the prices charged by barbers and beauticians, which 
prices were decontrolled by the Defense Production Act of 1950 as amended July 
31, 1951. We believe the Division personnel is overly zealous in its efforts to 
control business. 

The Industrial Materials and Manufactured Goods Division was influenced 
by the objections of the Director of the Services Division. ‘The Consumer Durable 
Goods Division was not, and its recommendation to exempt bowling pins was 
approved by the Director of Price Stabilization. The one operating supply 
item required by our customers more than any other is bowling pins. It is our 
industry’s second-largest source of income. The Services Division Director's 
objection was further refuted by the statement, made by the Office of Price 
Stabilization, that the price of bowling pins was not so related to the costs of 
doing business as to have any effect on the controls of commodities or services 
remaining under ceiling-price restrictions, Our other materials and services 
will have even less effect on the costs of doing business and on the controls of 
commodities or services remaining under ceiling-price restrictions. 

The whole story of our industry emphasizes the insignificance of its relation- 
ship to any price-stabilization program. October 19, 1945, the Office of Price 
Administration exempted our materials and services, with the following statement 
of considerations: 

“The average bowling-alley operator’s purchase of supplies, plus a proper 
allocation of depreciation of his equipment, amounts to only a small percentage 
of his sales. In like manner, the purchase of billiard supplies and the deprecia- 
tion of billiard tables amounts to a small percentage of the operator’s sales. 
For the above reasons, it is concluded that the exemption of these commodities 
from price control will not significantly affect the cost of living or the cost of 
doing business.” 

These statements are still true today. 

If the objectives of the Defense Production Act are ignored by the OPS, and 
the present piecemeal consideration of petitions continues to produce discordant 
results, our small industry and the OPS could continue to dissipate man-hours 
and money indefinitely. One division of OPS is currently expending considerable 
time, effort, and money in an attempt to force us to comply with an interim 
regulation which we contend does not apply to us. They have even threatened 
enforcement action. Their justification is their own technical interpretation 
of the wording of the regulation. The division personnel are divided in their 
opinions as to whether or not we are subject to the regulation, and devote a 
considerable part of their time to discussing the pros and cons of the situation. 

The subject of this “weighty” controversy is one of our minor-commodity 
categories. We have been pricing under the General Ceiling Price Regulation, 
and it is contended that we should price the same items under Ceiling Price Reg- 
ulation 22 as well as under GCPR. This would give us two different ceiling 
prices for each item. The division proposed to solve this problem by giving 
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us a weighted-average ceiling price, based upon the submittal of sales records, 
of a type which we do not maintain. They then decided to force us to comply 
with the reporting requirements of CPR 22, and discuss the pricing problem at a 
later date. That is the current status of this incongruity. 

We have been confronted with innumerable and inexplicable clashes of per- 
sonalities, conflicts of opinion, jurisdictional disputes, and reversals of thought 
and action, within the OPS organization. We have fought delays and defer- 
ments, and have failed to receive written responses to many of our letters. 

This petition is filed as a conscientious effort to avoid further unnecessary 
administrative burden and waste, and to devote full attention to our defense 
production, and to the maintenance and installation of bowling and billiard 
facilities. soth Government and civic leaders have always considered bowling 
and billiard facilities to be important factors in maintaining a high level of 
morale and productive efficiency, as well as the physical well-being of defense 
workers ; and also as a major factor in combating juvenile delinquency. 

We repeat our request for exemption on the grounds above stated, and on the 
basis of the above-quoted statement of considerations issued by the Office of 
Price Stabilization in support of the decontrol of bowling pins. 

Respectfully submitted. 

THE BRUNSWICK-BALKE-COLLENDER Co., INC., 
By B. E. BeNSINGER, President. 


APPENDIX A 
Ocroser 23, 1951. 
Drrecror or PRICE STABILIZATION, 
Washington, D. C. 

Dear Sir: As you may know, we are primarily a manufacturer and merchan- 
diser of bowling alleys, billiard tables, and bowling and billiard equipment and 
supplies Our 106 years of successful enterprise has been based upon our con- 
stant efforts to provide quality merchandise and quality service to bowling and 
billiard proprietors throughout the United States. We maintain a program of 
laboratory and architectural research and development, and extensive national 
advertising and promotion; and retain the skilled services of draftsmen, tech- 
nicians, sales engineers, and mechanics, for our customers. All of these services 
are essential to the proper sale, construction, and installation of bowling alleys, 
billiard tables, equipment, and supplies. All of these costs are considered in 
determining the prices of our merchandise. 

Last year the sale of bowling alleys accounted for 35 percent of our gross 
sales. The first essential step required to make a bowling-alley sale is to have 
a sales engineer inspect and measure the premises, or study the plans of pro- 
posed new premises in which the bowling alleys are to be installed. The second 
step is to have a draftsman prepare a lay-out of the bowling alleys, superimposed 
upon the floor plan of the available premises. The third step is to prepare a 
bill of materials covering the requirements of the individual job site and the 
proposed installation. The fourth step is to invite the customer to select the 
combination of materials and equipment he wants to buy. There are more than 
300 component parts to a bowling alley, and the combination selected by each 
customer invariably differs from that selected by other customers. 

The next step is to ascertain the union wage scale and working standards in 
the proposed site locale. Bowling alleys are not manufactured. They are 
custom-built, and constructed by union carpenters on the premises in which they 
are installed. - Other mechanics install the equipment, and electricians make 
the hook-ups necessary to put the equipment into operation. 

It is only after all of these steps have been taken that we can negotiate a 
contract price with each customer. Inasmuch as no two bowling-alley installa- 
tions are alike, and wage rates vary from one locale to another, every sale must 
be considered to be the sale of a new commodity (if a construction job is de- 
fined as a “commodity”). We have a different ceiling price for every sale made 
in the base period and will have a different ceiling price for every future bowling- 
alley sale. We consider it impossible to find a “comparison commodity” in 
each instance, and believe that any effort to do so would not only seriously 
curtail our sales but would impose an administrative burden upon you that would 
be completely disproportionate to its contribution to price stabilization. 

The contribution which any control of bowling-alley sales prices might make 
to the fullfillment of the purposes of the Defense Production Act is negligible. 
The average bowling-alley proprietor buys new alleys only once in his lifetime. 
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The alley beds will last from 25 to 30 years, and the equipment from 15 to 24 
years, if properly maintained. Since World War II, we have made from 200 to 
325 bowling-alley sales a year. Because of the National Production Authority’s 
Order M-—4A, restricting the construction of building for recreation purposes, 
we have made only 109 sales this year; and because of M—4A and the NPA con- 
trolled materials plan, which has substantially reduced the number and quanti- 
ties of products we can make, and because of the increasing volume of our 
production of defense items, we will make still fewer sales next year. ‘There- 
fore, bowling-alley prices will affect fewer than 100 prospective purchasers in 
the entire country. 

In view of the above facts, we believe the exemption of bowling alleys from 
price control is practical, and consistent with the intent of the Defense Pro- 
duction Act. 

We further believe that bowling and billiard equipment and supplies should 
be exempted from price regulations, for the following reasons. 

As stated above, bowling-alley equipment, properly maintained, lasts from 15 
to 24 years. An average of 15,000 games or lines are bowled on each bowling 
alley per year. A proper allocation of depreciation would amount to approxi- 
mately 1 cent per game. Accordingly, any price increases to which we would be 
entitled, because of the increased costs, would increase the bowling-alley pro- 
prietor’s cost per game by a very smal fraction of a cent and certainly will not 
create a need for increases in the prices charged by the proprietors. 

Bowling alley equipment is initially sold as component parts of the bowling 
alley, and is subsequently sold only as original component replacements, or as 
additional “modernizing” components which the customer did not include in his 
initial bowling alley purchase. Last year, 2,190 proprietors purchased replace- 
ment, or additional equipment. This year, to date, only 814 proprietors have 
purchased such equipment. The diminishing quantities of controlled materials 
being allocated for production of this equipment will reduce the available supply 
and further curtail sales. Accordingly, the price of the equipment. will affect 
fewer than 800 prospective purchasers in the entire country, and none of these 
will purchase the same equipment again for 15 to 20 years. 

The above statements are proportionately true of billiard table and billiard 
equipment sales. These sales accounted for 14.4 percent of our 1950 gross sales. 
Statistically 1,401 persons bought tables in 1949, 1,376 in 1950, and 810 in 1951, to 
date. The average life of a billiard table is estimated to be 25 years, although 
many billiard tables have been in use for over 50 years. Therefore, the billiard 
table, too, is a “one-time’’ sale. The playing equipment is replaced only as it 
wears out. Billiard proprietors should buy approximately $67 worth of equip- 
ment per table per year. Our actual sales, however, averaged $12.75 per table 
last year, and have never reached the $67 industry average. A proper alloca- 
tion of depreciation, plus the $67 industry average, amounts to a maximum cost 
of 8 cents per hour of play. This maximum cost is theoretical; the average is 
considerably less. 

The sale of bowling pins accounted for 14.7 percent of our 1951 gross sales, 
Our highest priced pin, the Red Crown King pin with fiber bottom, sells for 
$28.45 per set of 10. It is guaranteed for 1,000 games and usually is kept in 
play for from 1,500 to 2,000 games. On the basis of the guaranteed minimum of 
1,000 games, the cost of these pins to the operator is .02845 cent per game. A 5 
percent increase in the price would merely round this cost off to .03 cent. A 25 
percent increase in price would only increase the cost per game by .007 cent. It 
would require a price increase far beyond anything we might contemplate, to 
reach a cost which would tend to increase the price of bowling. And these fig- 
ures are based upon the minimum guaranteed life of our highest priced pin. 
Other approved pins sell for as low as $13.95 per set, less than half the price of 
the Red Crown King pin. 

The sale of bowling balls accounted for 10 percent of our 1951 gross sales. 
These are sold to bowling alley proprietors for their own use (“house balls”), 
to bowling alley proprietors and dealers for resale, and to individual howlers for 
their personal use. We are, therefore, a manufacturer, wholesaler, distributor, 
and retailer of bowling balls. 

Many bowlers never buy a ball. Every bowling establishment is equipped 
with “house” balls with finger holes and spans which will fit the average bowler. 
The bowlers who do buy their own balls usually buy only one in their lifetime. 
A bowling ball lasts indefinitely. We know of no instance where a ball “wore out” 
or became physically unsatisfactory or unacceptable for sanctioned play, 
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The sale of bowling alley finishes, bowling supplies, and bowling bags and 
shees account for the 15.8 percent balance of our 1950 gross sales. Finishes are 
generally sold to a customer only once every 2 years, when he resurfaces his 
alleys. Supplies and finishes are sold on small goods orders and our accounting 
records do not indicate the number of proprietors who purchase finishes and sup- 
plies. However, our accounting records do show that our 1950 sales of supplies 
and finishes averaged $22.22 per alley. This is not an industry average, but a 
Brunswick sales average. Industry averages are not available, as far as we 
know, but the cost, per game, is insignificant. 

In the words of Chester Bowles, OPA Administrator, in his amendment 4 
to OPA Supplementary Order No. 126, dated October 19, 1945, “The average 
bowling alley operator’s purchase of supplies, plus a proper allocation of de- 
preciation on his equipment, amounts to only a small percentage of his sales. 
In like manner, the purchase of billiard supplies and the depreciation of bil- 
liard tables amounts to a small percentage of the operator’s sales. For the above 
reasons, it is concluded that the exemption of these commodities from price 
control will not affect significantly the cost of living or the cost of doing business. 
Accordingly, approximately 3,000 items of bowling and billiard equipment and 
accessories are exempted from price control.” 

We therefore request that bowling alleys, billiard tables, and bowling and 
billiard equipment and accessories be exempted from price regulation. The 
undersigned will be pleased to submit any additional information you may need, 
and to discuss this with_you in person at your convenience. 

Very truly yours, 
THe BrRuNsSwIicK BALKE COLLENDER Co., 
A. M. SUMMERS, 
Assistant Price and Priorities Manager. 


STATEMENT OF CALIFORNIA GRAPE AND TREE Fruit LEAGUE, HArotp ANGIER, 
MANAGER 


This statement has been prepared by the California Grape and Tree Fruit 


League, 717 Market Street, San Francisco, Calif., a nonprofit industry service 
organization. Its membership consists of growers and shippers of California 
fresh deciduous tree fruits, berries, and grapes, who produce, pack, and ship 
90 percent of the annual average production of approximately 50,000 carloads. 

All of these fruits when marketed fresh are extremely perishable and must 


be harvested and marketed within a relatively short period of time. Produc- 
tion and marketing is naturally subject to many unpredictable and uncontrol- 
able factors, such as weather, resulting in variations in yield, quality, and con- 
sumer preference. Wide fluctuations in prices are normal and necessary in 
order to move variable qualities and quantities into consumption without serious 
108s. 

We sincerely believe that Government control of the prices of fresh fruits 
should be resorted to only during periods of grave national emergency, a condi- 
tion which does not prevail in the economy of the United States at this time, 
and that the imposition of ceiling prices under conditions other than all-out war 
are fundamentally unsound, impractical, and incapable of effective enforce- 
ment. We believe the reasons supporting this position are sound, reasonable, 
and in the publie interest. 

Price controls have not been imposed on any of these fresh fruits during the 
life of the Defense Production Act. The history of the average season prices 
received for these commodities during the past two marketing seasons is ample 
evidence that ceiling prices have not been necessary in order to comply with 
the intent of Congress as declared in section 401 of the Defense Production Act. 

It does not appear likely that prices will reach the legal minimum this coming 
marketing season unless : 

(a) Crops are substantially below normal production because of disastrous crop 
losses due to uncontrollable weather conditions. 

(b) The Office of Price Stabilization in its anxiety to control takes advantage 
of present legal authority and imposes ceiling prices based on sales at the begin- 
ning of the marketing season when sales for a particular variety, commodity, 
and producing district are normally above the legal minimum due to short 
supply. 

If the condition outlined in (a) above existed the Office of Price Stabilization 
could impose ceilings, but under the present act would have to adjust such ceil- 
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ings upward in order to make appropriate allowances for substantial reductions 
in merchantable crop yields, unusual increases in costs of production and other 
factors which result from hazards occurring in connection with the production 
and marketing. 

We believe that the situation referred to in (0b) above could be prevented by a 
provision in the act requiring the President to withhold imposition of ceilings 
on perishable fresh fruits and vegetables until the Secretary of Agriculture has 
made a finding that the particular commodity in question is likely to average 
above the legal minimum during any given crop marketing season. 

The economic conditions that exist today are not comparable with those that 
existed when price ceilings were in effect during World War II when surplus 
buying power caused all of these commodities to sell at ceiling regardless of the 
quality or quantity offered for sale. 

The imposition of ceiling prices under present economic conditions are cer- 
tain to result in average season prices considerably below the legal minimum 
which is usually parity for most fresh fruits. 

Some administrators of Government price control contend that established 
maximum prices have no effect as long as a commodity is not selling at ceiling. 
This is not true. The announcement of a ceiling confuses everyone from the 
producer to the retailer and the normal trade pattern is immediately disrupted, 
distributive functions are usurped by handlers who do not regularly and histori- 
eally perform such functions. Normal trade practices of a free market are 
changed to conform to or circumvent the regulation. Tie-in sales practices work 
to the advantage of one commodity and the disadvantage of another. When 
the price of a commodity at wholesale drops below ceiling, adjustment down- 
ward lags at retail, restricting movement. 

The record of one revision and three amendments to ceiling price regulation 
113 on white flesh potatoes between January 5, 1952, and February 21, 1952, is 
ample evidence of the contusion that follows the imposition of maximum prices 
on a perishable commodity. 

We believe that the Secretary of Agriculture should be empowered to judge 
whether or not fresh fruits are likely to average above the legal minimum during 
any marketing season. A similar protective provision is in the present amended 
act with regard to dairy products. Section 402 (d) (3) of the present act con- 
tains the following provision: 

“No ceiling prices to producers for milk or butterfat used for manufacturing 
dairy products shall be issued until and unless the Secretary of Agriculture 
shall determine that such prices are reasonable in view of the price of feeds, the 
available supplies of feeds, and other economic conditions which effect the sup- 
ply and demand for dairy products, and will insure a sufficient quantitiy of dairy 
products and be in the public interest. The prices so determined shall be ad- 
justed by him for use, grade, quality, location, and season of the year.” 

We hope that your committee will recognize the value and importance of our 
suggestion and incorporate it into the bill to extend the Defense Production Act, 


STATEMENT OF THE CALIFORNIA MOTEL ASSOCIATION, Ray 8S. 
SECRETARY 


ADAMS, EXECUTIVE 


Mr. Chairman and gentlemen of the committee, my name is Ray S. Adams. 
I am executive secretary of the California Motel Association, speaking for 6,000 
or more establishments commonly referred to as motels, motor courts, or motor 
hotels, offering accommodations to tourists and the motoring public throughout 
California, in excess of 160,000 rooms. 

Operators of these motels have a very vital interest in this legislation which 
proposes the extension of the Defense Production Act beyond June 30, 1952, 
S. 2645. 

First, permit me to point out that our main business is that of renting rooms 
on a daily basis to transients. A very small percentage of our members rent 
their accommodations on a weekly or monthly basis and, in most cases, this 
practice prevails in resort areas only. 

Present provisions of the Defense Production Act require that all housing 
accommodations, without exception, be placed under rent control in any locality 
that has been declared a critical defense housing area. Under the Housing and 
Rent Act of 1947 as amended, “any motor court, or any part thereof; any trailer 
or trailer space, used exclusively for transient occupancy, or any part thereof ; 
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or any tourist home serving transient guests exclusively, or any part thereof ;” 
was excluded from rent control, and although Congress specifically excluded 
hotels and motels from rent control in recognition of the fact they are in the 
tourist business and not the housing industry, local Federal authorities are sup- 
porting their return to control under critical area Classification for the sole pur- 
pose of allowing the construction of additional public housing in the various 
areas. 

In making surveys of housing conditions by the critical areas committee, 
evidently no survey was made of the hotel or motel occupancy rates in the several 
areas in California that have since been placed under rent control. In sub 
stantiation of this statement, we conducted a spot check of some 2,500 motels, 
having a total of 67,121 rooms, and found that on the average the occ. paucy ratio 
dropped from 67.2 percent in January of 1951 to 57.9 percent in January of 
1952. Even during the peak of our various tourist seasons, the occupancy rate 
averaged only 87.9 percent. 

We especially wish to stress the low occupancy rates in motels so that members 
of the committee will realize that there is absolutely no basis or necessity for 
motels being included in any future defense housing rent control provisions. 

The motel industry in California neither supports nor opposes the extension 
of the restrictive “Controlled housing accommodations” provisions of the Na- 
tional Production Act. We do, however, feel that if Congress does vote to con- 
tinue present controls beyond the expiration date, hotels, motels, or motor courts 
used mainly for transient occupancy should be excluded from the act. 

Special rent regulations set up pursuant to provisions of the Defense Produc- 
tion Act by the Office of Rent Stabilization have proved to be both unfair and dis- 
criminatory, thereby causing hardship and dissatisfaction among the motel in- 
dustry generally. 

We earnestly request that the committee favorably consider our appeal and 
make the necessary recommendations to bring about the relief we have suggested. 





STATEMENT OF CIGARETTE LIGHTER MANUFACTUREKS ASSOCIATION, INC., SANFORD 
H. Bouz, COUNSEL 


Since the request of the Cigarette Lighter Manufacturers Association to testify 
before the committee was not submitted in time to enable the association to be 
heard in these hearings, we wish to submit this written statement for inclusion 
in the record of these hearings and for consideration by the members of the 
committee. 

This association has no objection to the extension of the Defense Production 
Act and the continuation of materials and price controls. We are not here to 
oppose such extension but simply to urge certain modifications in such extension 
that we consider to be of vital concern to our industry. As a matter of fact, the 
association as a group has supported and continues to support materials and 
price restrictions so long as they appear to be necessary in support of the current 
emergency and the Nation’s defense effort. 

We wish also to applaud and commend the splendid efforts and service of Mr. 
Charles Wilson and Mr. Manly Fleischmann in guiding and directing the Nation’s 
mobilization effort. They have acted with understanding, foresight, and great 
devotion and we believe their efforts as a whole deserve the commendation of 
American industry. There is one general defect that we would point to in the 
planning of our mobilization effort to which we shall advert briefly at the end 
of this memorandum, after taking up the particular respect in which we desire 
to urge modification or amendment in extension of the Defense Production Act. 

The cigarette lighter industry is beset today by three problems which together 
threaten serious crippling of the industry and its production and consequently 
of its ability to have continuing availability of skilled manpower and know-how 
in precision work for employment when required in the Nation’s defense effort. 
In the first place, the industry has had severe cut-backs in the quantitiés of 
metals allocated to it by NPA. In the first quarter of this year it was allocated 
only 10 percent of its base period use of copper, 50 percent of steel, and 20 percent 
of aluminum, and in the second quarter these restrictions, while somewhat eased, 
were still severe, amounting to 25 percent of base period use of copper, 50 percent 
of steel, and 20 percent of aluminum. ‘These cut-backs in the production of 
lighters are complicated and aggravated by the fact that the slack in enforced 
cut-backs has by no means yet been taken up by defense contracts, although the 
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industry is equipped and capable of doing important precision wotk in support 
of the defense effort. The quantity of defense contracts held by the industry, as 
compared with its civilian production cut-backs, is minimal. 

In the second place, very liberal tariff concessions on lighters made by the 
United States as a result of the recent Torquay tariff agreements have begun to 
result in a flood of foreign-made lighters coming into the American market at 
the very same time that the industry here faces material shortages and pro- 
duction difficulties as a result of NPA restrictions which cut seriously into its 
proper level and quality of production. It is no secret that many of these foreign- 
made lighters are direct and deliberate imitations of American-made lighters 
and are sold at a markedly cheaper price. It is also no secret that these foreign- 
made lighters make use of the very same materials, notably copper and nickel 
and nickel anodes which are either denied to the domestic industry or severely 
restricted to it. 

The third difficulty is the institution as of last November of a 15-percent manu- 
facturers excise tax on lighters, a tax which the industry had never had before. 

The net result of these three problems is that the quantity and quality of 
production, demand, and sales are all down, and prices and problems are up. 
We wish to make it very clear that the association is not complaining against 
the reasonableness of each of these three governmental measures taken indi- 
vidually. Our complaint is against the concomitance of all three restrictions 
and obstructions upon one industry at one time. There is no doubt that the 
first two restrictions undoubtedly apply to many other industries. But there 
are many fewer industries to which all three of the above-mentioned restrictions 
apply. And considering the further fact that the cigarette lighter industry 
uses an almost infinitesimal amount of metals for the value it produces, this 
industry as an extremely small user of metals is probably unique in having 
heaped upon it all three of the foregoing restrictions. We do not argue that 
materials cut-backs are not necessary, or that tariff concessions to foreign-made 
lighters are not reasonable or in the broad national interest, or that the 15 
percent manufacturers’ excise tax is not a reasonable method of raising needed 
revenue. What we do contend is that severe materials cut-backs and liberal 
tariff concessions and a new 15-percent excise tax, all together, are unreasonable 
and burdens to expect one industry to survive under. Accordingly, it is our 
position that, putting aside the excise tax problem for the moment, since it is 
not relevant to the immediate hearings, the industry should be given relief from 
either the severe materials cut-backs or the flood of foreign-made lighters mann- 
tactured with materials restricted to us, resulting from the liberal Torquay Tariff 
Agreements. 

Perhaps the best way we can portray the difficulties with which our industry 
is beset, and to the solution of which we earnestly solicit your assistance in 
the form of the amendments proposed below, is to do so graphically. The cigar- 
ette lighter industry at the present time is like a man whos head is caught be- 
tween two jaws of a vise and who at the same time is being walloped over the 
head with a baseball bat. The only obvious and logical result of such a position 
is death—and apart from quite naturally not wishing to die the industry is 
prepared to support the proposition that its death would not be in the interests 
of the Nation or of the defense effort. 

From what we have said above the explanation of this graphic illustration is 
clear. One jaw of the vise is severe metals cut-backs by NPA. The other jaw is 
liberal tariff concessions and the resulting flood of foreign-made lighters. The 
baseball bat is the 15-percent manufacturers’ excise tax. The industry, for the 
moment at least, will take its chances on surviving the blows of the baseball 
bat, for the blows may be glancing or its skill become toughened. But it is 
entirely clear that you must release our head from the vice, by loosening one 
of the two jaws which hold it firmly in place for bludgeoning. 

To translate this into less graphic and more legislative terms, the association 
strongly supports Senator Capehart’s amendment, S. 2791, providing that where 
production of domestic articles is limited by allocations, the President shall by 
proclamation, while such allocations are in effect, limit the importation of com- 
peting articles utilizing the allocated materials, to 50 percent of the average 
annual imports of such articles or products during the years 1947 through 1949. 
Representative Ramsay has introduced an identical bill (H. R. 6848) in the 
House. We endorse these bills and respectfully urge their adoption as amend- 
ments to the extension of the Defense Production Act. 

But if for any reason the committee does not desire to adopt this amendment 
or interfere with the working of the Torquay tariff concessions, then we submit 
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that in the alternative an amendment must be adopted which will provide as 
follows: 

“Provided, however, that where a domestic manufacturing industry is under 
restrictions on the use of necessary materials for its production, and where 
substantial tariff reductions on imported competitive articles threaten increased 
importations of such competitive articles, the National Production Authority 
shall consider this a hardship case and shall grant to such domestic manufactur- 
ing industry sufficiently increased usage of necessary materials to enable it 
to avoid serious injury and remain in business and available for necessary 
defense production.” 

We have no particular pride of authorship in this language, and any similar 
language that would accomplish the same result would, of course, be satisfactory 
to our industry. We do believe, however, that the foregoing accurately reflects 
our legitimate concern and one with which we know the committee and the 
Congress Will be in sympathy. While both necessary restrictions on the use 
of materials and legitimate tariff concessions to friendly countries to enable 
them to earn necessary dollars are important national considerations, neither 
alone nor both together, in the present national situation, must be allowed to 
present a threat of crippling injury to domestic civilian production. We know 
that this is not NPA’s intention, and we sincerely trust that the combination 
of materials restrictions and tariff concessions will not be allowed to continue 
as they are to achieve the same unintended result. 

In closing we would simply point out, as mentioned at the outset of this 
memorandum, that in addition to the particular problems of our industry set 
forth above, the one glaring defect which we see in our mobilization program 
is the failure to coordinate cut-backs in civilian production with early taking up of 
that slack by defense contracts. If the theory of cutting back civilian 
production for defense production is sound, then within limits those who are 
eut back on their civilian production and who are capable of participation in 
the defense effort in theory ought to receive defense contracts that will in 
substantial part at least take up the slack caused by civilian production cut- 
backs. This is not happening in fact in our industry and in many others, and 
we wish respectfully to point out that immediate urgent attention should be 
given to the problem of meshing decreases in civilian production with increases 
in defense production. 


RESOLUTION PRESENTED BY THE GREATER CLEVELAND RETAIL MEAtT DEALERS 
ASSOCIATION, INc., MArcH 3, 1952 


Resolved, That we, the members of the Greater Cleveland Retail Meat Dealers 
Association, at this meeting do resolve that the Office of Price Stabilization has 
not been and is not necessary and should be abolished. 

Resolved, That there has been no national emergency to justify its existence. 

Resolved, That its administration has been one of confusion and too great 
a taxpayers’ expense in comparison with any actual or claimed advantage it has 
contributed to our national economy or to the citizens of our country. 

Resolved, That we as independent food dealers are against any and all 
political controls that are bleeding the lifeblood out of the taxpayer and 
small independent businessman who is not able to maintain a battery of legal 
counsel and certified public accountants to keep the thousand and one ends of 
their business under the said political controls. 

Resolved, That this resolution be published in our Message, copies sent our 
United States Senators and Congressmen and a request that every member of 
our association advise their Senators and Congressmen of our action. 


COMMERCE AND INDUSTRY ASSOCIATION OF NEW YorK, INC., 
New York, N. Y., March 8, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington 25, D. C. 

Dear SENATOR MAYBANK: As the recognized chamber of commerce for the New 
York metropolitan area, with some 2,000 member firms directly interested in 
foreign trade, the Commerce and Industry Association of New York, Inc., desires 
to be recorded in opposition to the inclusion of section 104, as presently worded 
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in the Defense Production Act of 1950, in any extension of such act which may be 
approved by your committee. 

Over a period of years, our Government has advocated and implemented a pro- 
gressive policy of multilateral trade among nations, and has endorsed participa- 
tion in numerous trade agreement conferences for the purpose of facilitating 
freer international trade. Cooperating toward this objective, numerous- for- 
eign countries have made hundreds of tariff concessions in reciprocation for the 
various duty reductions made by the United States, which have been immeasur- 
ably beneficial to American exporters. An integral part of this over-all program 
has been the reduction of indirect barriers to international trade, specifically 
including quantitative restrictions on imported products. 

In an unorthodox step to remove alleged injury to American producers, the 
Congress passed section 104 of the Defense Production Act, which bypasses the 
established machinery of the United States Tariff Commission for the relief of 
American producers when injury can be demonstrated, and creates the manda- 
tory authority in the Secretary of Agriculture for the imposition of absolute 
quotas on imports of dairy products, including cheese. 

Apparently, there was an unawareness by Congress of the full impact of such 
action, and that it was in clear disregard of our established policy under the 
reciprocal trade agreements program. The net results have been to impose an 
unreasonable hardship on United States import firms who historically have sup- 
plied this market with foreign cheese, and to reduce seriously the purchasing 
power of those nations which regularly have sold such products to the United 
States, providing for their own needs from our country with the dollar credits 
thus created. 

For the reasons stated, this association urges your committee to remove section 
104 from any extension of the Defense Production Act which you may recommend 
to the Senate. 

Very truly yours, 
JosePH A. Sincuatr, Secretary. 


STATEMENT OF Harry B. HILts, Secretary, EmMprre State PETROLEUM 
ASSOCIATION, INC., AND ATLANTIC CoAstT Or, CONEFRENCE, INC, 


My name is,Harry B. Hilts. I represent the Empire State Petroleum Associa- 
tion, Inc., whose members are jobbers and distributors of petroleum and petro- 
leum products in New York State, and the Atlantic Coast Oil Conference, Inc., 
which is composed of independent primary suppliers, jobbers, distributors, and 
associations of marketers of petroleum products along the Atlantic Seaboard. 
Both are at 122 East Forty-second Street, New York 17, N. Y. 

The Independent Petroleum Association of America has filed briefs with 
the Senate Banking and Currency Committee and with the Office of Price 
Stabilization calling for immediate decontrol of crude oil and natural gas prices, 
and a representative of the association has appeared before your committee 
in support of that proposal. Bill H. R. 6985, which would establish legislative 
standards for mandatory, automatic price decontrol on specifie commodities 
or materials, and which is intended to include crude oil, has been introduced in 
the House by Representative Burleson. 

We are opposed to decontrol of the price of crude oil unless at the same time 
controls are removed from the price of petroleum products at all levels of sale. 

It is an obvious economic fact that the price of a raw material and the 
price of the product manufactured from that material are interrelated. If 
controls are to mean anything, all the factors in the price structure of a particu- 
lar product must be controlled from the raw material until the finished product 
reaches the consumer. 

The difficulties involved if this procedure is not followed were illustrated only 
too well in the east coast heating oil situation this winter. The price of heating 
oil at the Gulf is controlled. The price at the New York Harbor is controlled. 
However, the rates of the tankers which transport this oil from the Gulf to the 
Harbor are not controlled, and they climbed steadily. 

Consequently it became prohibitive for suppliers to bring heating oil up from 
the Gulf. They were losing money. Because of the delay by OPS in correcting 
this incongruous situation, it finally became necessary for about a dozen major 
oil companies to enter into a voluntary agreement, under the supervision of the 
Petroleum Administration for Defense, to move the oil in for the protection of 
the consumers at a considerable financial loss to all concerned. 
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Similar conditions would prevail if the price of crude oil were permitted 
to rise while the prices of petroleum products were maintained at their present 
level. Refiners and marketers must be protected either by continuing the con- 
trol on crude prices or by decontrolling the prices of petroleum products at the 
same time the price of crude oil is decontrolled, Their economic existence hangs 
in the balance. 

It is our hope that your committee and the Office of Price Stabilization will 
give careful consideration to all the factors involved in this proposal before 
taking action. 


STATEMENT OF F. M. FREDERIKSEN, MANAGING PARTNER, TREASURE CAVE 


Treasure Cave is a partnership of myself as managing partner, and my wife, 
Dorothy S. Frederiksen, It is located at Faribault, Minn., and has operated 
continuously producing Blue cheese since it began in 1935. It is the oldest of 
existing plants in the United States producing Blue cheese—producing 10 to 15 
percent of the domestic total of this type of cheese—which is its only product, 
The plant uses caves which have been dug in natural sandstone for curing, storing, 
and packing. The nature of the plant does not lend itself to the supplementary 
production of Cheddar or other types of cheese or dairy products. 

Treasure Cave, like other producers of specialty type cheeses, has been con- 
cerned about the accelerated rate of imports of foreign cheese and other products 
which are directly competitive with domestic production, and knows, first hand, 
the results of the impact of such imports. Since May of 1950 we have been 
faced with the problem of reducing our discontinuing production. 

During the summer of 1951 were were forced to sell over 50 percent of the 
milk from patrons at a loss. This milk went to a plant which used it to make 
Cheddar. At this very time the Commodity Credit Corporation was making 
purchases of Cheddar under the support program. Within a month after the 
issuance of Defense Food Order 3—Suborder 2, we again felt able to use all of 
our milk from patrons in anticipation of increased demand. 

The passage of the Defense Production Act of 1950 as amended (which included 
sec, 104) and the issuance of the Defense Food Order 3—Suborder 2 did not 
materially reduce the amount of impoterd Blue cheese available during the 
closing 5 months of 1951. The threat of repeal of section 104 has not provided 
the assurance to domestic producers which is needed if they are to continue 
as sources of specialty types of cheese. 

The 5-year, 1945-49, average domestic production of Blue cheese is approxi- 
mately 1014 million pounds, and should closely represent the capacity of domestic 
producers of this style. The average production of domestic producers of 
Blue cheese in the 3 years, 1948-50, the period used in Defense Food 
Order 3 is approximately 8 million pounds, 22 percent below the 194549 average. 
Domestic production of Blue cheese in 1950 declined 33 percent below the 1945-49 
average, and in 1951 declined further to 50 percent of the same 5-year average. 
These declines were in direct relation to the increased rate of Blue Mold cheese 
imports. While our own sales in 1950 and 1951 declined somewhat less than 
the average of the domestic industry, our cost of production other than milk 
increased 3% cents per pound. The increased costs are a direct result of 
spreading fixed and semifixed costs over decreased production and sales. This 
made it even more difficult to meet the low price of imports. 

The provisions of section 104 should be included in S. 2645, the continuation of 
the Defense Production Act, and the clause, (a) impair or reduce the domestic 
production of any such commodity or product below present production lev- 
els * * *,” should be defined so that domestic production will be considered 
as the average of the 5-year period January 1945 through December 1949, and 
that it will not be reduced or impaired below 75 percent of that average. 

It is unfortunate that much of the previous controversy on the matter of 
import restrictions has been centered around the case of blue cheese, because 
it is only part of the problem. A review of reports from Denmark and conversa- 
tions with those who have first-hand information and experience in the Danish 
dairy industry indicates— 

1. That 1950 Danish exports of blue cheese to the United States represented 
about 5 percent of their total exports of this commodity. 

2. That they could probably sell all of their cheese and other dairy products 
in Europe, except that they are desirous of obtaining dollars. 


3. That they import oleomargarine and export butter. 
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4. That Europe probably does not have exportable surpluses of food, and will 
always be an importer of agricultural products. 

5. That they were disturbed when United States Commodity Credit Corpora- 
tion sold surplus Cheddar in England. 

6. That they had increased their production of blue cheese about 50 percent in 
1950 and 1951. 

7. That restrictions of European countries and price, not quality, would make 
it impractical for American producers of specialty types to find a market in 
Europe. 

8. That European countries and governments will not import what they have 
in abundance. 

9. That European countries impose trade restrictions and tariffs to protect 
their industries. 

10. That the price of Danish exports is regulated nationally. 

11. That there are advantages in producing more butter and keeping their 
skim and buttermilk for supplemental feeding of livestock. 

Blue cheese is historically French. Research, development, and production 
was almost simultaneous in both Denmark and the United States. United States 
Department of Agriculture Bulletin No. 82 indicates that work on blue cheese 
was being done in this country prior to 1906, and subsequent publications of the 
United States Department of Agriculture and various State universities show 
increased interest up through the early 1930’s and on to the present. 

From 1919 until about 1984 Grove City Creamery, in association with the 
United States Department of Agriculture, produced an average of 6 tons per 
year of American Roquefort. This was the first commercial production of do- 
mestic blue cheese. 

Prior to 1955 when Italy invaded Abyssinia, England purchased large quanti- 
ties of Gorgonzola, another variety of blue-mold cheese, from Italy. When 
England stopped her trade with Italy, Danish producers got their real chance 
to increase their production of blue cheese. It is noteworthy that 1936 is the 
first year that United States import records show blue cheese from Denmark 
in excess of 1 million pounds. Imports of this item increased until 1940 when 
they declined, and from 1941 to 1947 there were no imports of Danish blue 
cheese. In 1948 we imported less than 1 million pounds of this commodity from 
Denmark. Economie Cooperation Administration funds helped make possible 
the expansion of Danish cheese production. Devaluation and tariff reductions 
made possible the importation of blue cheese at prices which were below the 
costs of domestic production; thus threatening the price support program. 

During World War II, when imports of blue and Roquefort were negligible, 
domestic producers doubled the demand by producing high-quality blue cheese 
which received good consumer acceptance. It is interesting to note that in the 
early 1930’s the wholesale price of imported blue cheese was two and one-half 
to three times that of short held Cheddar; during most of 1950 and 1951 the 
wholesale price of imported blue was about equal to or 10 percent above short 
held Cheddar. It is reasonable to assume that, without restrictions on imported 
cheese, domestic producers would be forced to discontinue production, and a 
situation comparable to that which developed in rubber would be facing us. 

During official hearings, and during debate in the Senate and in House of 
Representatives, the matter of devaluation and tariff have been mentioned. The 
disparity of currency values resulting from devaluation is the most important 
reason why domestic producers have not been able to meet the price competition 
of foreign producers. The matter of tariff is secondary in importance. 

Among the purposes of the Bretton Woods Agreement was: “Promote ex- 
change stability.’ The Economic Cooperation Act of 1948, directed by the See- 
retary of State, concluded bilateral agreements whereby the countries receiving 
aid would agree, among other things to: “Establish and maintain a valid rate 
of exchange.” 

On September 16, 1949, the United Kingdom submitted to the International 
Monetary Fund a change in their currency (pound) from $4.03 to $2.80 in terms 
of United States dollars. This devaluation amounted to 30.5 percent. The 
Fund hastily concurred 2 days later on September 18, 1949. Comparable de- 
valuation was made in the Danish krone and other Scandinavian countries. 
The Netherlands followed with 30.2 percent devaluation, and the Argentina peso 
declined 30.5 percent. 

All of this was done under the concept of correcting fundamental equilibrium 
at a time when the wholesale price of Danish blue cheese in New York was 
only 4 cents per pound above that of domestic blue cheese; a difference of 
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8 pereent: Compare that with the 30.5 percent devaluation, and Danish blue 
cheese could have declined 12 cents per pound to be 8 cents below domestic. 
While other Danish-made cheese declined 7 cents per pound to reflect part 
of the devaluation there was no change in their price of blue cheese until June 1, 
1950, when it declined 4 cents per pound to reflect the tariff concession in the 
Annecy Agreement. This put their price in line with domestic, but sales did 
not increase as they had expected; so they began to use the advantage of de- 
valuation and dropped the price 5 cents per pound to undersell domestie by that 
amount. Domestic producers tried to meet the price, only to close the gap to 
1 cent and the Danes dropped another 1 cent to hold a 2-cent price advantage 
which was enough to give them the edge and accelerate their sales. When 
domestic-milk prices began to advance sharply in the closing 3 months of 1950, 
American producers were foreed to increase their prices which gave the Danes 
added advantage. Domestic producers were eventually forced to lower their 
prices below replacement costs in an attempt to hold some reasonable volume 
and lighten their inventory load. 

If provisions of section 104 of the Defense Production Act of 1950 as amended 
are not included in S. 2645, and the Danes decide to take full advantage of their 
currency devaluation and tariff reductions, they could sell their cheese in New 
York at about the cost of milk to domestic producers. Currently domestic pro- 
ducers are paying close to parity for whole milk. 

Free trade may be possible, but only where there is free economy. Controlled 
economy with price supports, embargoes, tariffs, devaluated currencies, and other 
artificial programs, is not free economy. 

The provisions of section 104 are fair and reasonable, and restrict imports 
of cheese, butter, and other dairy products along with other agricultural prod- 
ucts only to the degree that imports of these commodities may be absorbed without 
peril to domestic producers. 

The case of blue cheese and other specialty types is only part of the problem, 
but no segment of an industry can be sacrificed without harmful effect on the 
whole industry. It follows that no industry as importnat as the dairy industry 
ean be harmed without effect on our whole economy. 

We sincerely urge the continuance of the provisions of section 104 in continu- 
ance of the Defense Production Act so that the daily industry may continue to 
produce the food so vital to defense and peace. 


FRENCH CHAMBER OF COMMERCE OF THE UNITED States, INC., 
(CHAMBRE DE COMMERCE FRANCAISE DES Etats-UNIs), 
New York, N. Y.. March 19, 1952. 
Senator Burnet R. MAYBANK, 
Chairman of the Senate Banking and Currency Committee, 
United States Senate, Washington, D. C. 


Dear Str: I refer to the telegram I sent you on July 27, 1951, in connection 
with an amendment to be introduced in the Defense Production Act, prohibiting 
the importation of certain products for human consumption, among them cheese. 
This telegram is quoted below: 

“Greatly disturbed by amendment introduced in Defense Production Act, 1951, 
section 104, whereby importation certain products for human consumption, among 
which cheese and olive oil could be prohibited. The French Chamber of Com- 
merce of the United States wishes to draw your attention to fact that after long 
and strenuous efforts France has become traditional exporter and supplier of 
these products to American market and would greatly suffer from such regret- 
table move. At same time may we stress fact that French exports of cheese are in 
no way detrimental to American production due to extremely low percentage of 
imports compared with domestic production. In name of our French members, 
traditional exporters to this country, and our American members, importers these 
products, we are strongly confident that your committee will take these facts into 
consideration as well as real damage caused to intrests involved and will oppose 
introduction such amendment. Many thanks in advance to your committee and 
its president. 

“Most respectfully yours, 
“PTERRE MARTIN.” 


In spite of the fact that several trade groups protested against the proposed 
legislation, this amendment was passed, thus placing serious restrictions on the 
imports of certain fats and oils. The section referred to has been applied by the 
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Secretary of Agriculture to impose quotas on the imports of many types of 
cheese, including Roquefort. Asa matter of fact, this legislation is very harmful 
to the French producers of Roquefort and other cheeses and to the trade relations 
between France and the United States. We understand that it was virtually 
railroaded into the act on the floor of Congress last fall without public hearings, 
while the proponents of the measure encouraged the mistaken impression of 
many Congressmen that it was merely a reenactment of a special and limited pro- 
vision of a World War II statute. Furthermore, this section establishes a spec- 
ial level of protection for a restricted group of commodities without regard to 
other legislation which provides over-all protection for American industry and 
agriculture under appropriate proceedings calling for open hearings before the 
Tariff Commission. This other legislation is embodied in the ‘escape procedure” 
of the Trade Agreements Extension Act of 1951 (19 U. S. C. 1864) and in section 
22 of the Agricultural Adjustment Act. 

I understand that your committee is now holding public hearings in connection 
with a new Defense Production Act and I would like to stress the following 
points: 

American exporters as well as importers are being injured by this restrictive 
legislation because the effect of the legislation is to reduce the dollar-earning 
capacity in France, as well as in other countries which are good customers of the 
United States, such as Canada, Denmark, Italy, the Netherlands, New Zealand, 
Switzerland, Argentina, Australia, and Norway, which are similarly affected by 
the legislation. These countries, including France, purchased $4,500,000,000 in 
goods from the United States in 1951, of which $424,460,000 represented pur- 
chases by France. These purchases were financed in large part with dollars 
earned from the sale of products in the United States market, and in the case 
of France and other countries the dollar gap was bridged by American aid under 
the Mutual Security Program. In fact, while the goal of the foreign-aid program 
has been to increase production and encourage exports from European countries, 
in order to enable them to contribute to the military defense of the free world, the 
frustration of European trade by that kind of legislation means that the United 
States will have to continue extensive aid or let Europe down in the building of 
its economy. 

The president of the Cheese Importers Association of America pointed out 
rightly a few months ago that the imposition of such restrictions on the import 
trade of the United States is gravely detrimental to the countries which the 
United States Government has endeavored to help by the means of the Marshall 
plan. 

On the other hand, direct consequences of these restrictions are found in the 
possibility of serious increases in the price of domestic and imported cheeses. 
While there are in this country a great number of people who definitely prefer cer- 
tain types of genuine imported cheese and are ready to pay a somewhat higher 
price for the imported varieties, the action of clamping import restrictions on 
cheese tends to disregard completely the interests and freedom of choice of a 
number of American consumers. 

Finally, these restrictions are definitely contrary to the General Agreement on 
Tariffs and Trade (GATT) which has been promoted by this country. and to the 
spirit of free world trade so widely advocated by the United States. To establish 
permanently such a dangerous precedent as these import restrictions might 
lead to retaliatory measures against agricultural exports from the United 
States by a number of countries involved and give birth to the seeds of tariff wars 
and to the utter negation of the spirit of world economic cooperation such as 
was embodied in Geneva. 

Efforts to repeal these restrictions have been supported by Government agen- 
cies, national farm organizations, and many other trade groups, but, so far, these 
efforts have failed. 

In view of the fact that public hearings are now being held, we respectfully 
wish to state, on behalf of the members of the French Chamber of Commerce, that 
we are strongly opposed to the extension of these restrictions until June 30, 1954, 
as advocated by certain domestic interests which have requested that. these 
should be introduced into the new Defense Production Act, and we respectfully 
request that our statement be made part of the record of these hearings, 

Thanking you for your interest, I have the honor to remain 

Yours faithfully, 


PIERRE G. MARTIN, Evecutive Vice President. 
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STATEMENT OF P. Fricgo, Frico Bros. CHekseE Corp., IRON MOUNTAIN, MICH. 


Members of the committee; this statement is presented to you in behalf of 
the Frigo Bros. Cheese Corp., Iron Mountain, Mich., manufacturers of Italian 
cheese in the United States, so that you may consider their predicament, and 
their welfare, as pertaining to the importation of Italian cheese, as affected 
by section 104 of the Defense Production Act of 1950. 

The manufacture of Italian cheese in the United States is located entirely 
in the dairy States, the principal ones being Wisconsin, Michigan, Minnesota, 
Illinois, Ohio, Indiana, Colorado, and California. Frigo Bros. have plants at 
Lena, Crivitz, and Florence, Wis. 

Italian cheese originated in Italy. Italians who emigrated to this country 
brought with them the art of making the cheese here, under conditions here 
existing. Since the development of the industry, it has been placed under 
the watchful eyes of our health authorities, which have established sanitary 
codes, and rigid inspection, not only of the manufacturing plants, but of the 
cheese itself. All such are under the constant surveillance of the health 
authorities, State and Federal, as well as local. 

The business of manufacturing Italian cheese, in various forms, and under 
various names, has been expanded in recent years, so that today it has become 
a major industry in United States, consuming millions of pounds of milk, and 
supplying healthful food to the populace. At the same time, it furnishes em- 
ployment to thousands of persons, not only in the field of ordinary labor, but 
in that of skilled labor as well, and a ready market to dairy farmers. 

Among the founders of the industry, are Frigo Bros., of Michigan and Wis- 
consin, who are engaged in the manufacture of the various forms, or kinds, 
of Italian cheese, known in the trade as: Romano, Reggiano: Parmesan: Pro- 
volone; Incanestrato; Asiago, and of every well-known brant of Italian cheese 
made anywhere. These pioneers, through constant study, and with the help 
of the colleges of agriculture, and by the use of improved machinery and 
American “methods, have improved the quality, and have maintained the high 
standard, of every form of Italian cheese made. 

In addition to the pioneers named in this great industry, many others are 
presently engaged in the same business, thus causing keen competition in the 
markets of the United States. This business consumes annually, in excess 
of 850,000,000 pounds of milk, the market value of which, computed at the 
average milk price, is in excess of $34,000,000 (computed at $4 per hundred 
pounds). 

The investment of the various manufacturers in this machinery, and in 
equipment, is in excess of $10,000,009. More than 5,000 persons are directly 
employed therein. Various items of supplies, equipment, and machinery fur 
nish labor to untold numbers of additional persons furnishing the industry 
indirectly. Thousands of acres of farm land, occupied by some 29,000 families, 
are thus gainfully employed away from the concentrations of our larger cities. 
The annual earnings of the labor employed in such manufacturing plants are 
approximately $15,000,000 (averaged at $3,000 per vear). 

Formerly, consumption of Italian cheese was largely by the Italian population 
of the United States. Time has wrought many changes, until today, Italian 
cheese is used quite generally by the American public. Bocause of such in- 
creased use, the production of Italian cheese has increased from a low of 3,500, 
000 pounds, in the early days of the industry, to 47,000,000 pounds in 1947, and 
to approximately 50,000,000 pounds as of today. This progress was made possible 
by the protection afforded the industry through import duties levied by the United 
States. Any let-down in that protection will be fatal to a vital industry, operat- 
ing especially as it is, under the high standards, and the stringent supervision 
of the public-health authorities. 

The welfare of the many small communities depends on the small businesses, 
and the smaller industries, none of which separately may be too important, but 
all of which, taken collectively, furnish important markets to the farmers, and 
gainful employment to the many persons not congregated in the larger cities. 

This industry in the United States is under a severe handicap when required 
to meet the competition of Argentina and Italy, for these reasons: 

In both of thes countries the cheese is produced by anyone who will— 

(a) Without inspection of utensils, or manufacturing plants. 

(b) Without any standard requirement of the product as to moisture or 
fat centent or solids. 

(c) Without test of cattle for disease. 

(d) With low labor cost. 

(e) Without competition with other users of milk. 
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(f) Without Government inspection of the cheese. 
and is sold at the arbitrary price fixed by the Italian Government. 

The Government of Argentina has devalued its currency, 46 percent, which 
action has the effect of reducing the import duty to the same extent. Its purpose 
is to get American dollars, at the expense of American producers, and at the 
expense of the Italian cheese industry in the United States. 

On the other hand, the American manufacturers of Italian cheese must— 

(a) Compete with other users of milk such as the creameries, condenseries, 
manufacturers of other types of cheese, including the sale of fluid milk. 

(b) Maintain a Government-fixed standard as to moisture content, fat, and 
solids content. 

(c) Maintain both factories, utensils, and milk under inspected, sanitary 
conditions. 

(d) Vay the cost of inspection. 

(e) Pay taxes on cheese made, and especially that in long-time shortage. 

(f) Pay top price for fluid milk in a competitive market. 

(g) Pay its labor union established prices—a living wage. 

(A) Sell in competition with other manufacturers, not at any arbitrary 
Government-fixed price, but at the price fixed by its competitors. 

The Italian cheese industry is fighting the battle of survival. It asks only 
that forefgn imported cheese be required to meet the same high-production 
standards as required in the United States. To quote from hearings before the 
Committee on Banking and Currency, United States Senate, Eighty-second Con- 
gress, first session, part 4, on page 3061, statement by E. W. Gaumnitz, secretary, 
National Cheese Institute: 

“The statement is commonly made that imports are of no importance since they 
represent only 5 percent of domestic production. However, if figures are ex- 
amined, it will be found, as in the case of blue cheese, importations amount to 
more than 40 percent and practically 50 percent. If we speak of Italian cheese, 
bulking all the various types of Italian together, it is around 40 percent. So, 
the importation of 5 percent of total United States production is not very much, 
but it is very important when we speak of particular varieties. The: varieties 
which are particularly important and which have been injured in the last year 
are blue, the Italian types, and the Holland types, particularly.” 

Hence, from the above it is seen that 40 percent of the Italian production here 
in the United States, is equal to the imports from outside; or, to rephrase it, the 
imports constitute numerically over 40 percent of the domestic production in 
the States. 

Quote (p. 83070) by Mr. Gaumnitz, halfway down the page: 

“The imports of all Italian types for the period of 1938 to 1950 averaged 14,313 
pounds per year. In the same period United States production of Italian types 
of cheese averaged 42,037,000 pounds per year. Average imports for these types 
were 34 percent of United States production. In 1950 the percentage was over 
40 percent.” 

We respectfully submit that 40 percent is definitely a ruinous figure to us. 

The same rational thought is contained in letter of L. D. Schreiber & Co., Inc., 
to Hon. Paul Douglas, on page 3073 of said hearings, dated September 5, 1951. 

Quote (p. 3074) fourth paragraph, letter of L. D. Schreiber & Co., Inc., to Carl 
D. Corse, Acting Director, Office of Economie Defense and Trade Policy: 

“In all Italian cheeses imports listed 40 percent, but if the last item, ‘Other 
cheeses,’ about 4,000,000 pounds, should happen to be Italian imports approxi- 
mately 50 percent of our production.” 

(P. 3079 is to similar effect.) 

Hence, it is respectfully, but sincerely, submitted that the imports from Italy 
and Argentina, in particular, actually do constitute 40 to 50 percent of the 
domestic production of Italian cheese, and sufficient to create havoc with domes- 
tic industry. 

Section 104 of Defense Production Act of 1950, as amended, should be retained. 


New York, March 10, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
Senate Building, Washinaton, D. C. 

DesrR Sik: I understand that you are conducting hearings in connection with 
the extension of the Defense Production Act, during the course of which a dis- 
cussion was held as to the advisability of repealing or nullifying the so-called 
Herlong amendment. 
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I understand that the Herlong amendment guarantees to retailers and whole- 
salers the right to arrive at their ceiling price of their articles by including their 
percentage mark-up over cost computed on sales made during certain basic 
periods. 

I am the attorney for the Fur Wholesalers Association of America, Ine., an 
organization consisting of wholesalers of fur garments. Our association is the 
only national association representing fur-garment wholesalers. 

I respectfully submit that the Herlong amendment should not be repealed 
and should be included in the extension of the Defense Production Act. 

Fur wholesalers do not manufacture fur garments, but purchase completely 
manufactured fur garments from fur manufacturers. If the Herlong amend- 
ment were not included in the extended Defense Production Act, wholesalers of 
fur garments would be driven out of business because they would be deprived 
of their right to get a reasonable mark-up over cost, and they would, in effect, 
be compelled to sell their merchandise practically at the same ceiling price as 
that paid by them when purchasing the manufactured garments from fur manu- 
facturers. 

During the OPA days, representatives of our association had many conferences 
with Government representatives, and convinced them of the importance of 
wholesalers in the fur industry as distributors of merchandise, particularly to 
many thousands of small fur retailers who do not have the financial facilities 
to come to the New York fur market or to send their representatives to purchase 
their garments there. They can be served only through wholesalers who purchase 
the manufactured fur garments and resell them through the country to these 
small retailers. 

During the OPA days, we convinced Government officials that fur whole- 
salers should be permitted to arrive at their ceiling prices by adding their his- 
toric percentage mark-up to the cost of their garments. The Herlong amend- 
ment is similar to the afore-mentioned OPA regulations in its application to 
fur wholesalers, except that it may be more limited in that it may permit the 
so-called basic period to be chosen within a shorter period of time than that per- 
mitted by OPA regulations: 

Fur wholesalers have substantial investments in their businesses, and some 
of them have been in existence for upward of 30 or 40 years. It is estimated 
that the total annual volume of business of fur wholesalers is in excess of 
$100,000,000. 

We respectfully urge that your committee recommend a continuation of the 
Herlong amendment in the extension of the Defense Production Act. 

We would appreciate your acknowledging this letter and your making this 
letter a part of the record before your committee. 

Very truly yours, 


Louis M. WEBER. 


GREAT LAKES HARBORS ASSOCTATION, 
Milwaukee, Wis., March 11, 1952. 
Hon. BURNET MAYBANK, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

DEAR SENATOR MAYBANK: We are advised that beginning on March 12, 1952, 
the Senate Committee on Banking and Currency will open hearings on S. 2722, 
a bill to amend the Defense Production Act of 1950 to exclude specifically regu- 
lation of port and terminal rates by the Office of Price Stabilization. 

The Great Lakes Harbors Association, a regional port association, desires .to 
go on record with your committee as fully supporting S. 2722. 7 

In Febuary 1944, the United States Supreme Court in the case of Davies 
versus Price Administrator ruled that public utilities whose rates are regulated 
by competent public authority were not subject to regulation by OPA. The 
Court held in effect that the threat of inflation does not lie in public bodies. 

The Office of Price Stabilization has accomplished a peculiar discrimination 
in its general overriding regulation which exempts all charges for services by 
public agencies except port charges. Charges for water, electricity, transit 
service, gas, and other utility services are more closely and directly related to 
the cost of living than are the charges made by the public ports of the United 
States; yet these utility services are free from regulation by OPS. 

As another incongruity, may we mention that seaports and lake ports are 
points of interchange between common carriers, which are not subject to OPS 
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regulation. .As common carriers, railroads and steamship lines frequently oper- 
ate port facilities, in some cases in competition with public port terminals. Thus, 
we have the peculiar situation in which some terminals in a given port may be 
subject to regulation in the view of OPS, while others are subject only to their 
normal regulation by regulatory bodies such as Interstate Commerce Commis- 
sion or State public service Commissions. 

It is our contention as a matter of public policy and as a matter of congres- 
sional intention under the Defense Production Act, that the functioning of State 
or municipal ports is properly within the sphere of local governments and is not 
a Federal] funct'on. In spite of the well-defined doctrine of separation of powers 
as between the States and the Federal Government, OPS continues to maintain 
that in the entire area of utility operation, ports and terminals alone shall be 
subject to their form of price control. 

It is our deep conviction that the threat of inflation does not lie in public 
bodies nor in the highly specialized field of port and terminal operation. We 
sincerely hope that your committee and the Congress will promptly approve 
S. 2722. 

We are informed that the hearings before your committee will be limited to 
witnesses on the national level. As a regional port association, we will be most 
appreciative if our statement in support of S. 2722 may be inserted in the pub- 
lished record of your hearings. 

Respectfully, 
GREAT LAKES HARBORS ASSOCIATION, 
D. W. HoGan, President. 
H. C, Brocker, Secretary. 


Haas, Barucn & Co., 
Los Angeles, Calif., March 20, 1952. 
Re proposed renewal of Defense Production Act of 1950, as amended. 
BurNetT R. MAYRANK, 
Chairman, Committee on Banking and Currency, 
Senate Office Building, Washington, D. C. 


Drar SENATOR MAYBANK: We are writing to you at this time on behalf of 
Haas, Baruch & Co., and Smart & Final Co., southern California’s two largest 
independent and privately owned wholesale grocers, to state the positions of our 
companies with respect to the renewal of the price control provisions of the 
Defense Production Act of 1950, as amended. It is our understanding, pursuant 
to your letter of March 14, 1952, addressed to the firm of Keatinge, Anold & 
Zack, Esqs., counsel for Haas, Baruch & Co., that the following statement made 
on behalf of our companies will be placed in the record of hearings conducted by 
the Senate Committee on Banking and Currency relative to the proposed renewal 
of the Defense Production Act. 


GENERAL STATEMENT OF POSITION 


Haas, Baruch & Co. and Smart & Final Co. are the only two large independent 
and privately owned wholesale grocers presently remaining in the southern 
California area. Haas, Baruch & Co. was founded in Los Angeles in 1871 and 
Smart & Final Co. has been in existence for over 30 years. Their aggregate 
annual net sales volume is in excess of $75,000,000. Both companies distribute 
a general wholesale line of food merchandise, each has a chain of wholesale cash 
and carry warehouses, and each has maintained and developed over a long period 
extensive lines of so-called branded or private-label merchandise packed exclu- 
sively for each company under its own brand name. While the operations of 
the two companies are thus extremely large and diversified, they are, never- 
theless, dwarfed in the southern California area by several tax-free retailer- 
owned cooperatives, the principal being Certified Grocers, Spartan Grocers, and 
A. M. Lewis & Co., whose aggregate annual gross sales approximate $250,000,000. 

Since the end of World War II, and prior to the outbreak of the Korean war, 
a very marked change occurred in the basic product price structures of both 
Haas, Baruch & Co. and Smart & Final Co. Margins on sales of staple mer- 
chandise narrowed continually, as did profits resulting from sales of such com- 
modities. This development largely caused by intense competition from the 
retailer-owned cooperatives, in turn, forced your two companies to rely increas- 
ingly for an over-all reasonable profit margin upon the sale of so-called private- 
label merchandise, sold under your companies’ (Haas, Bareh & Co.’s) Iris 
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brand and (Smart & Final Co.’s) S & F brand. Likewise, in an effort to 
maximize such profits and to offset losses or lack of profits on the sale of staple 
merchandise, your companies have increased their efforts in promoting such 
so-called private label merchandise. Markedly increased expenditures have been 
made for the purpose of acquiring large inventories of high-quality merchandise, 
principally canned fruits and vegetables, for sale under private label, extensive 
efforts have been made to increase the quality of such foods by the employment 
of additional highly skilled buyers and testing facilities, and substantial sums 
have been spent for packaging, labeling, advertising, and promoting the sale of 
such merchandise. These are all costs which must, of course, be assumed by 
your companies, since these brands are their own brands and not those of some 
national manufacturer. In the case of so-called national-brand merchandise 
purchased from a large Nation-wide manufacturer, advertising and distributing 
such products across the country, similar costs of promotion are, of course, 
assumed by such a manufacturer. 

The difficulties of your two companies during the last year have arisen largely 
from the failure of the Office of Price Stabilization to differentiate between the 
margins allowed for the marketing by wholesalers of national-brand merchan- 
dise and the marketing of their own so-called private-label foods, which require 
marketing expenditures far in excess of those required for distributing national- 
brand merchandise. 

The operations of all wholesale grocers, including Haas, Baruch & Co. and 
Smart & Final Co., are governed and controlled by the provisions of Ceiling 
Price Regulation 14 issued by the Office of Price Stabilization, effective April 5, 
1951, purportedly pursuant to authority granted by the Defense Production Act 
of 1950, as amended. It is concerning this regulation, and with respect to the 
construction by the Office of Price Stabilization of certain sections of the Defense 
Production Act of 1950, as amended, that the remainder of this statement is con- 
cerned. There will also be found at the end of this statement several specific 
recommendations of our companies for amendments which we feel should be made 
to the Defense Production Act of 1950 in order to insure fair and equitable 
treatment for all classes of wholesale grocers and, for that matter, all classes 
of wholesalers of other merchandise as well. 


EFFECT OF CEILING PRICE REGULATION 14 ON CONDUCT OF BUSINESS OF HAAS, BARUCH 
AND CO. AND SMART AND FINAL CO. 


Haas, Baruch & Co. and Smart & Final Co. are familiar with nmeny of the state- 
ments which have heretofore been presented to your committee concerning the 
general supply and demand situation that exists today with respect to foods and 
food products. We are sure that your committee is already well aware of the 
fact that ample supplies of almost all staple food products are now available at 
both wholesale and retail at reasonable prices, and that a highly competitive sit- 
uation prevails in all food markets, in contrast to the tight supply situation which 
existed during the days of World War Il. We are also confident that you are 
aware of the fact that most food products are selling well below ceiling prices 
applicable under present OPS regulations. In spite of the foregoing facts, the 
present OPS regulation covering the wholesale food industry (CPR 14), never- 
theless, because of certain discriminatory features therein, has seriously damaged 
the business of Haas, Baruch & Co. and Smart & Final Co. The nature and 
extent of the defects in the present regulation are outlined below. 

Ceiling Price Regulation 14, which became effective in April of 1951, was pro- 
mulgated after a series of meetings with wholesale grocers throughout the coun- 
try. During the course of these meetings, officials of the Office of Price Stabiliza- 
tion were informed by wholesale grocers of the extensive changes which had 
occurred in the wholesale grocery industry throughout the country since World 
War II, ineluding particularly the greatly increased importance of private label 
merchandise. Detailed information was supplied to the OPS prior to the issu- 
ance of CPR 14, showing the gross margins and markups for wholesalers through- 
out the country on a wide range of food items for various periods, including par- 
ticularly the month immediately preceding the commencement of the Korean 
police action, that is, the period May 24—June 24, 1950. Members of the whole- 
sale food industry were given to understand that this information would be given 
eareful consideration in the promulgation of any regulation affecting the whole- 
sale food industry. 

However, when CPR 14 was actually issued in April of 1951, it was found that 
the margins and markups allowed to wholesale grocers on all classes of foods 
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were the’ precise and identical markups allowed in the old ceiling price regulation 
issued by the Office of Price Administration in early 1942, and that no changes 
whatsoever had been made to compensate for the changes which had occurred 
since that time. 

The failure of the Office of Price Stabilization in Ceiling Price Regulation 14 
to give effect to the marked changes which have occurred in the marketing struc- 
ture of the wholesale food industry since 1942 has had a twofold result—first, 
ceiling prices or margins on so-called staple or standard merchandise as well as 
on national brand merchandise are in excess of the prices or margins actually ob- 
tainable in the open competitive market; and, second, margins allowed on so- 
called “private brand” merchandise are considerably less, and do not correspond 
with, the pre-Korean markups in fact received by members of the wholesale food 
industry. Both Smart & Final Co. and Haas, Baruch & Co. havé found that 
competitive conditions will in nowise permit them to realize the margins on 
staple, or standard, foods, such as flour, sugar, etc., or on national brand canned 
foods, allowed under Ceiling Price Regulation 14, while the margins allowed 
under Ceiling Price Regulation 14 do not compensate them for the expenses which 
they must incur in procuring “private label” merchandise and maintaining the 
quality thereof, and were far less than their pre-Korean margins on such goods. 

Subsequent to the issuance of original Ceiling Price Regulation 14, your two 
companies made repeated efforts to obtain an amendment to Ceiling Price Reg- 
ulation 14 so that they might be allowed their historical mark-ups on such 
private-label merchandise, or at least the mark-ups actually obtained by them 
during the period immediately preceding the Korean war. On September 1, 1951, 
the Office of Price Stabilization did promulgate an amendment to Ceiling Price 
Regulaticn 14 (amendment 6) which provided that wholesalers of private brand 
merchandise might increase the net cost of their merchandise by not more 
than 5 percent if at the same time they reduced the net cost of their national 
brand merchandise by an identical amount. In addition thereto, it should be 
noted that in order to avail themselves of the relief granted by this amendment, 
private label wholesalers must in fact expend for the purposes of sales pro- 
motion the additional amount obtained by utilizing the so-called “relief” pro- 
visions of this amendment. Thus, while the OPS gave with one hand, it simnul- 
taneously took away with the other hand, leaving the wholesaler grocer handling 
his own private brands with little, if any, net benefits. 

Failing in their efforts to obtain administrative relief through ordinary chan- 
nels, both Haas, Baruch & Co. and Smart & Final Co., in September and October 
of 1951, filed protests against Ceiling Price Regulation 14, as amended, with the 
Office of Price St»hilization in the manner prescribed by the Defense Production 
Act of 1950. Those protests alleged in substance that the provisions of regula- 
tion CPR 14, as amended, violated the so-called Herlong amendment to the 
Defense Production Act of 1950, as amended, that they tended to standardize 
merchandise, and that no proper consideration had been given to established 
marketing practices and established mark-ups, as required by law. Efforts of 
your two protestants to obtain a prompt determination of the validity of this 
reculation from the Office of Price Stabilization have, so far, proved futile. In 
erver that the committee may gage for itself the extent of the procrastination and 
delay hich has occurred in the handling of this matter by the Office of Price 
Stabilization, there is attached hereto an exact copy of a so-called “notice of 
consideration by a board of review,” issued by OPS Director Ellis Arnall, and 
dated March 17, 1952, pursuant to which the two protests of Haas, Baruch & 
Co. and Smart & Final Co., were finally set down for hearing before a board of 
review of OPS officials. It should be noted that continual threats of court action 
have been required to evoke any action at all by the Office of Price Stabilization 
on these protests, even though section 407 (a) of the Defense Production Act 
of 1950, as amended, provides, in part that: 

“Within a reasonable time after the filing of any protest under this section, but 
in no event more than 30 days after such filing, the President shall either grant 
or deny such protest in whole or in part, notice such protest for hearing, or pro- 
vide an opportunity to present further evidence in connection therewith.” [Italics 
added. ] 

As a result of the almost interminable delay _by the Office of Price Stabilization 
in acting upon the protests of our two companies, we have come to the conclusion 
that adequate relief for our companies (and other companies similarly situated ) 
can come only from Congress. 
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JUSTIFICATION OF POSITION 


Our companies are in general agreement with the objectives of the Defense 
Production Act of 1950, as amended, and more particularly, the price control 
sections thereof. We appreciate the considerations of public welfare which moti- 
vated the passage of these provisions of the law, and are well aware of the neces- 
sity of protecting the American consumer during an inflationary period. How- 
ever, we are equally confident that the Congress intended that the interests of the 
American businessman, and more particularly, the independent wholesaler, 
should be protected, and that Congress intended no inequitable or unfair conse- 
quences either by statutory or administrative action. 

During the past 2 years, our companies have been forced to absorb, without 
increased recompense, very substantial increases in their costs of operation, in- 
cluding, but not limited to, two large raises in wage rates. These cost increases 
have been so large as to have resulted in an actual operating loss for one of your 
companies, and a practical elimination of any margin of profit for the other. 
Such a situation cannot long continue without resulting in very serious damage to, 
or extinction of, your two conipanies. 


CHANGES PROPOSED IN SO-CALLED HERLONG AMENDMENT 


The Herlong amendment (sec. 402 (k) of the Defense Production Act of 1950, 
as amended) would seem, on its face, to require that individual sellers be allowed 
the margins which they charged during the base or representative period of 
May 24—June 24, 1950. It reads in part: 

“No * * * regulation * * * gshalldenytosellers * * *_ their cus- 
tomary percentage margins over costs of the materials during the period May 24, 
1950, to June 24,1950, * * * as shown by their records during such period.” 

However, it has been the construction of the Office of Price Stabilization with 
respect to this amendment, that it is not the prices or markups of individual 
sellers that they are required to consider, but the prices or markups of groups of 
sellers. As a result, they have denied relief to individual sellers who have re- 
quested their customary percentage margins over costs of materials during the 
base period, and have fallen back upon the argument that they are not required 
to consider the situation of an individual seller but only some large nebulous 
group of sellers. 

In view of this attempt of the Office of Price Stabilization to emasculate the 
intent of the Herlong amendment by administrative evasion, Haas, Baruch & Co. 
and Smart & Final Co. recommend that section 402 (k) of the Defense Produc- 
tion Act of 1950, be amended to read as follows: 

“No * * * regulation shall deny to any seller * * * customary indi- 
vidual percentage margins over costs of materials, by products or items, at least 
equal to the percentage margins on such products during the period May 24, 1950, 
to June 24,1950, * * * as shown by his records during such period.” 

Your companies further recommend that the legislative history of such an 
amendment indicate clearly that it is the intention of the committee that the 
amendment be applied so as to affect individual sellers and individual items or 
products, and not so as to affect only large groups of sellers, or large categories 
of commodities handled by individual sellers. 

The passage of such an amendment would, of course, result in some admin- 
istrative difficulties to the Office of Price Stabilization, but such difficulties could 
be largely avoided by requiring that every seller taking advantage of such an 
amendment file with the Office of Price Stabilization, or a local office thereof, 
figures and information relating to his or its percentage margins or mark-ups 
during the base period. The furnishing of such information would not be a great 
burden upon the average wholesaler; as a matter of fact, such information has 
already been furnished to the Office of Price Stabilization by a very large group 
of wholesale food distributors and, we believe, wholesalers.in other lines as well. 

The passage of such an amendment would also serve to minimize and reduce 
any possible distortions of the business picture caused by applying an over-all 
industry mark-up percentage to the operations of individual sellers, and would 
tend to leave each seller in the same competitive position that he found himself 
at the outbreak of the Korean war. 


TROPOSED AMEDMENT TO SECTION 407 (A) OF THE DEFENSE PRODUCTION ACT OF 1950 


As has been pointed out above, Haas, Baruch & Co. and Smart & Final Co. each 
filed, almost 6 months ago, protests with the Office of Price Stabilization protesting 





1634 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


the provisions of Ceiling Price Regulation 14, as amended. Section 407 (a) of 
the Defense Production Act of 1950, as amended, reads in part as follows: 


“Within a reasonable time after the filing of any protest under this section, 
but in no event more than thirty days after such filing, the President shall 
either grant or deny such protest in whole or in part, notice such protest for 
hearing, or provide an opportunity to present further evidence in connection 
therewith.” [Italic added.] 


It would thus appear that the Director of the Office of Price Stabilization is 
obligated under the law to take some action, either to deny a petitioner’s protest 
in whole or in part within 30 days after filing, or to provide such a protestant 
with an opportunity to present further evidence in connection therewith. How- 
ever, the construction placed on this section by the Office of Price Stabilization, 
in considering the protests of your two companies referred to above, has been 
that the Director may, at his own instance, continually extend the time for 
acting upon a protest by granting his own office, as well as a protestant, addi- 
tional time in which to present further evidence, even though the protestant 
itself may object to such a procedure. In the instant case, these continuances 
have already lasted over 6 months. 

Accordingly, in order to eliminate any possibility of further delays by the 
Director in acting upon such protests, and to effectuate what evidently was 
the intent of Congress in promulgating this section, we recommend that section 
407 (a) of the Defense Production Act of 1950 be amended to read, in part, as 
follows: 


“Within a reasonable time after the filing of any protest under this section, 
but in no event more than thirty days after such filing, the President shall 
either grant or deny such protest in whole or in part, or notice such protest 
for hearing, such hearing to be held not later than fifteen days after the 
issuance of such notice.” 


We recommend that no provision be made for further extensions of time except 
upon the request of a protestant, and that otherwise the legislative history 
indicate clearly that a protest is to be decided forthwith by the Director upon 
the basis of the record existing at the conclusion of the statutory period. 


CONCLUSION 


We respectfully request that the committee give its earnest consideration to 
the suggestions and amendments proposed hereinabove. We shall be happy to 
furnish any additional information requested by the committee, and to participate 
in any conferences or discussions that the committee may wish with respect 
to the proposals outlined hereinabove. 

Thanking you for your courtesy and consideration, we remain 

Very truly yours, 
Haas, Barucn & Co., 
By Dan A. WEsT, 
Erecutive Vice President. 

SMaArT & Fina Co., 

sy ARTHUR Lutz, 
President. 


UNITED STATES OF AMERICA, BEFORE THE OFFICE OF PRICE STABILIZATION 


In the Matter of Haas, Baruch & Co., et al., protestants. Docket No. 1014-8 
consolidated 


NOTICE OF CONSIDERATION BY A BOARD OF REVIEW 


It appearing to the Director of Price Stabilization that— 

On September 20 and Gctober 5, 1951, Haas, Baruch & Co., 4700 South Boyle 
Avenue, Vernon, Calif., and Smart & Final Co., 4510 Colorado Boulevard, Los 
Angeles, Calif., respectively, being California corporations engaged in business 
as wholesalers of food products and sometimes hereinafter called protestant or 
protestants, each filed an individual protest against sections 3 and 4 of Ceiling 
Price Regulation 14. and section 27 (b) of Amendment 6 thereto: and, 

On October 5, 1951, Haas, Baruch & Co. filed an amendment to its original pro- 
test, and Smart & Final Co. filed an affidavit of Robert Moore, its chief auditor, 
with profit and loss statements annexed as schedules A and B; and, 
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On @ctober 8, 1951, Smart & Final Co. filed an affidavit of William H. Final, 
its canned-goods merchandise manager, with schedules A to C, inclusive; and, 

On October 11, 1951, the Director issued an order consolidating the individual 
protests, pursuant to the authority set forth in that order and for the reasons 
deseribed therein ; and, 

On October 29, 1951, Haas, Baruch & Co. filed a letter requesting immediate 
action on the disposition of its protest for the reasons stated in that letter; and, 

On November 15, 1951, a statement of economic data and other facts offi- 
cially noticed by the Director was incorporated into the record by an order of 
the Director, which order affords protestants a period of 30 days from the date 
thereof within which to present rebuttal evidence ; and, 

On November 23, 1951, Smart & Final Co. filed a letter requesting permission 
to offer oral testimony at the hearing to be held in this matter, in addition to 
any written evidence that protestant may wish to submit, for reasons stated in 
that letter ; and, 

On December 10, 1951, the Director issued an order denying the protestants’ 
request of November 23, 1951, to submit evidence by way of oral testimony, with- 
out prejudice to the submission of a further request, within 15 days of the date 
of that order, containing the showing required under section 44, Price Pro- 
cedural Regulation 1, revised ; and, 

On December 138, 1951, Smart & Final Co. filed a telegraphic request for a 30- 
day extension to present rebuttal evidence to the Director’s statement of eco- 
nomic data and other facts officially noticed, which request was granted by 
an order of the Director, effective December 14, 1951, extending the time for 
presentation of such evidence for 30 days from December 15, 1951; and, 

On December 14 and 17, 1951, telegrams from Smart & Final Co. and 
Haas, Baruch & Co., dated December 13 and 14, 1951, respectively, requesting 
an extension of time similar to that requested in the telegram of December 18, 
1951, were received by the recording secretary ; and, 

On December 17, 1951, the recording secretary received a letter from Haas, 
Saruch & Co., dated December 12, 1951, advising the Director that unless its 
protest was either granted or denied, or notices for a hearing, on or before 
December 27, 1951, protestant would be obliged to petition the United States 
Emergency Court of Appeals in Washington, D, C., for an appropriate order to 
require disposition of the protest within such time as may be fixed by that court; 
and, 

On December 19, 1951, the chief counsel replied to protestant’s letter of 
December 12, 1951; and, 

On December 20, 1951, the Director issued another order extending the time 
for presentation of evidence in rebuttal of the Director’s Statement of Eco- 
nomie Data and Other Facts Officially Noticed for 30 days from December 
15, 1951, as requested by Haas, Baruch & Co. in its telegram dated December 
14, 1951: and 

On January 4, 1952, Smart & Final Co. filed a request for a copy of the 
Statement of Considerations and any amendments thereof or supplements 
thereto, which have heen issued in connection with Ceiling Price Regulation 14, 
and copies of the requested documents were sent to the protestant by the 
recording secretary: and, 

On January 7, 1952, the recording secretary received from Haas, Baruch & 
Co., a reply to the chief counsel's letter of December 19, 1951, which reply ad 
vised that protestant would delay filing their petition with the United States 
Emergency Court of Appeals until January 20, 1952; and 

On January 12. 1952, the chief counsel replied to the letter of Haas, Baruch 
& Co. filed on January 7, 1952, and said in part: 

“As was stated in the Director's order of November 15, 1951, ‘the issued 
involved in [the] protests will be set for argument before a board after [the 
protestants}| have filed such rebuttal evidence within the time limited herein 
and the Director has had reasonable opportunity for consideration thereof: 
or after receipt by the Director of information from the protéstants that they 
do not wish to present rebutal evidence’ ”; and, 

On January 14, 1952, both protestants filed evidential statements of rebuttal 
to the Statement of Economic Data and Other Facts Officially Noticed by the 
Director: and, 

On February 8, 1952, the Director issued a Further Statement and Order 
Providing Opportunity To Present Further Evidence, which order notified 
protestants that both protests were being sent concurrently with the issuance 
thereof to a board of review and the docket closed, subject to reopening for 
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good cause, such as he receipt of such further evidence as the Director deems 
necessary to a full and proper disposition of the proceedings; and, 

On February 13, 1952, the recording secretary received a letter from the 
representatives of Haas, Baruch & Co., dated February 11, 1952, advising the 
Chief Counsel that unless the matter was duly set for hearing before a board 
of review either at Los Angeles, California, as requested, or, in the alternative 
at Washington, D. C., at a date on or befere March 1, 1952, that protestant 
would be left with no alternative but to seek appropriate relief from the United 
States Emergency Court of Appeals; and, 

On February 20, 1952, both protestants were advised by teletype that the 
Office for Boards of Review proposed the issuance of a notice of consideration 
on February 26, 1952, providing a full board hearing at Washington, D. C., on 
March 13, 1952, unless unacceptable to protestants, and a reply by Monday, 
February 25, 1952, was requested; and, 

On February 25, 1952, letters from each protestant specifically waiving an 
oral hearing and formally requesting that an order noticing the case for con- 
sideration by a board of review not be issued in fact until Thursday, March 6, 
1952, setting the matter for consideration on March 13, 1952, in order to allow 
protestants ample time to supply the voluminous material requested by the 
Director; and, 

On February 26, 1952, both protestants were advised that in line with their 
request and in order to preserve to protestants all the time allowed in the 
Director’s order of February 8, 1952, the notice of consideration would be issued 
on March 10, 1952, setting the matter for consideration on March 17, 1952: and, 

On February 28, 1952, the Office of Chief Counsel replied to the letter re- 
ceived from the representative of Haas, Baruch & Co. on February 13, 1952; and, 

On March 10, 1952, the recording secretary received additional statements jn 
reply to the Director’s order of February 8, 1952, in the form of affidavits by 
Smart & Final Co., and Haas, Baruch & Co., dated March 7 and 8, 1952, re< 
spectively ; and, 

On March 10, 1952, protestants were advised that analysis of the evidence 
received on that date precluded the closing of the record for issuance of the 
notice of consideration until the next day; and, 

The record of the proceeding comprises the following materials: 

(a) Protest of Haas, Baruch & Co., docketed September 20, 1951. 

(b) Amendment to protest docketed October 5, 1951. 

(c) Protest of Smart & Final Co., docketed October 5, 1951, together with 
affidavit and profit-and-loss statement. 

(d) Letter from Williamson, Hoge & Curry, received October 5, 1951. 

(e) Letter from Williamson, Hoge & Curry, received October 8, 1951, together 
with affidavit and Schedules A, B, and C. 

(f) Order consolidating protests, dated October 11, 1951. 

(9g) Letter from Keating, Arnold & Zack, received October 29, 1951. 

(h) Order incorporating materials into the record, November 15, 1951, to- 
gether with statement of economic data and other facts officially noticed by the 
Director. 

(i) Letter from Williamson, Hoge & Curry, received November 23, 1951. 

(j) Order clarifying procedure and denying request to submit oral evidence, 
dated December 10, 1951. 

(k) Telegram from Williamson, Hoge & Curry, received December 18, 1951. 

(1) Telegram to Williamson, Hoge & Curry, dated December 13, 1951. 

(m) Telegram from Williamson, Hoge & Curry, received December 14, 1951. 

(n) Order extending time, dated December 14, 1951. 

(o) Letter from Williamson, Hoge & Curry, received December 17, 1951. 

(p) Telegram from Keatinge, Arnold & Zack, received December 17, 1951. 

(q) Telegram to Keatinge, Arnold & Zack, December 17, 1951. 

(r) Letter from Keatinge, Arnold & Zack, received December 17, 1951. 

(s) Letter to Keatinge, Arnold & Zack, dated December 19, 1951. 

(¢) Order extending time, dated December 20, 1951. 

(u) Letter from Keatinge, Arnolde & Zack, received January 5, 1952. 

(v) Letter from Williamson, Hoge & Curry, received January 4, 1952. 

(w) Letter to Keatinge, Arnold & Zack, dated January 12, 1952. 

(x) Rebuttal evidence from Smart & Final Co., received January 14, 1952. 

(7) Rebuttal evidence from Haas, Baruch & Co., received January 14, 1952. 

2) Director’s further statement and order providing opportunity to present 
further evidence, dated February 8, 1952. 
(aa) Letter from Keatinge, Arnold & Zack, received February 13, 1952. 
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(bb) Telegram to Keatinge, Arnold & Zack, dated February 20, 1952. 
(cc) Telegram to Williamson, Hoge & Curry, dated February 20, 1952. 
(dd) Letter from Keatinge, Arnold & Zack, received February 25, 1952. 
(ee) Letter from Williamson, Hoge & Curry, received February 25, 1952. 
(ff) Letter to Keatinge, Arnold & Zack, dated February 26, 1952. 

(g9) Letter to Williamson, Hoge & Curry, dated February 26, 1952. 

(hh) Letter to Keatinge, Arnold & Zack, dated February 28, 1952. 

(iit) Second rebuttal statement of Haas, Baruch & Co., received Mareh 10, 
1952. 

(jj) Second rebuttal statement of Smart & Final Co., received March 10, 1952. 

(kk) Telegram closing record to Keatinge, Arnold, & Zack, dated March 10, 
1952. 

(Ul) Telegram closing record to Williamson, Hoge & Curry, dated March 10, 
1952. 

(mm) Ceiling Price Regulation 14 (containing statement of consideration). 

(nn) Ceiling Price Regulation 14, collation 1 (including amendments 1-8) ; 
and, 

The protestants having had full opportunity to file evidence in support of their 
respective protests, the evidential record should now be closed and the matter 
submitted to a board of review for its consideration and recommendations. 

Therefore, pursuant to section 407 (c) of the Defense Production Act of 1950, 
as amended, and sections 40 and 53 of Price Procedural Regulation 1, revised: 

(1) That the evidential record in this matter be and the same.is hereby 
closed, subject to reopening for a good cause shown: 

(2) That the following officers or employees of the Office of Price Stabiliza- 
tion be and they are hereby appointed to serve as a board of review to consider 
the protests herein and report their recommendations thereon : 

Willard Fazar, Chief, Analysis Branch, Research and Statistics Division, 
Office of Economic Policy, presiding member; Henry Wood, Jr., Officer of Direc- 
tor of Price Operations, member ; Richard L. Hirshberg, attorney-adviser (trade), 
Legislation, Research and Opinions Division, Office of Chief Counsel, member. 

(3) That said board of review shall hold a session on Tuesday, March 18, 
1952, in room 8-303, Temporary E Building, Office of Price Stabilization, Wash- 
ington, D. C., to consider the record, and in particular the following issues, 
which, upon preliminary examination of the record, appear to be determinative: 

(a) Whether protestant is entitled, in view of amendment 6 to Ceiling Price 
Regulation 14, issued August 27, 1951, and effective September 1, 1951, to its 
customary percentage margins over costs during the period Muy 24 to June 24, 
1950, on its private-label merchandise under section 402 (k) of the act. 

(b) Whether the regulation is arbitrary and capricious compels changes in 
established practices of the wholesale food industry, and standardizes pro- 
testants’ materials and services because it does not permit a wholesaler selling 
private-label brands as contrasted with nationally advertised brands, from tak- 
ing a full customary margin on such private-label brands. 

(c) Whether the Director was required under section 402 (¢) of the act to 
give separate due consideration to comparable margins existing en private-label 
brand sduring the period May 24 to June 24, 1950, and if so, whether he did in 
fact give these margins due consideration. 

(d) Whether section 28 of CPR 14 discriminates against protestants. 

(e) Whether section 402 (d) (4) of the act is applicable to protestants. 

(f) Whether the lack in CPR 14 of special provisions giving higher mark-ups 
on dietic foods discriminates against protestants. 

Issued and effective this 17th day of March 1952. 

Euiis ARNALL, 
Director of Price Stabilization. 

Certified to be a true copy of the original. 

J. L. Dwyer, 
Certifying Officer. 


Fast Sr. Lovis, Inn., March 19, 1952. 
To the Senate Banking and Currency Committee. 


GENTLEMEN: East St. Louis is part of one of the major industrial areas in the 
Nation and rent control was imposed upon it as of March 1, 1942, and has never 
been allowed to be lifted. Rents prevailing in East St. Louis in early 1942 were 
only slightly above the depression lows and were substantially below the rents 
of the deeade from 1920 to 1930. At these rent levels, not more than 2 or 3 
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percent return could be realized upon the replacement value of any bousing. 
Since this time, no more than a 20-percent increase has been generally allowed, 
although taxes have more than doubled, repair and replacement cost has in- 
creased by 2 or 3 times, and other expenses have gone up in like proportion. This 
has reduced the net income from rental property to a point where rents do not 
cover a full depreciation and certainly do not produce a sufficient amount on the 
original investment. 

Owners of rental property have become so thoroughly disgusted over their 
investments in such property that they have sold without proper gain and in a 
large number ofecases, the property has been removed from the rental market. 
Largely due to this, the owner-occupancy has increased until substantially more 
than one-half of the dwelling units are owner-occupied. This is so, in spite of 
the fact that much shifting of population is required by industrial practices and 
the community is semitransient. 

There is no shortage of housing accommodations, and houses can be purchased 
for very reasonable prices in view of the cost of construction. But rent control 
has discouraged investors from building rental properties. Older flats and apart- 
ments have rented for inadequate sums of from $10 to $30 monthly per unit, at 
which figure good maintenance could not be given without actual financial loss. 
Rental property of this type has thus been pushed into a dilapidated condition 
and even, at times, been allowed to become unsafe and unsanitary. 

Oftentimes, owners of such properties, having only one or two pieces, could 
not obtain income from the property or any financing of major improvements 
and were forced to continue this course or to sell at a loss. 

The continuation of rent control in this area has been both uneconomic and 
contrary to the intent of Congress. This is not a new industrial area with many 
new plants, but is one where the same plants that have been here for many years 
have, in some cases, increased their defense production, and other plants have 
been thrown out of business. 

At the present time, there is substantial unemployment in the area, while there 
is both immigration and emigration of workers and other personnel. This is 
comparatively normal and has not built up shortages of housing units. Of course, 
the many new houses that have been built, have not been offered for rent. Even 
so, there are many Vacancies in all price brackets. There is no evidence that 
removal of rent control would result in, or threaten to result in rent increases, or 
that such increases in certain instances as might be made, would impede or 
threaten to impede activities of any defense plants. 

Any finding, by any official, of such a proposition was the result of a biased 
mind or of framed testimony. 

The actions “n'! decisions of the St. Louis area rent control office- and of the 
Housing Exped ter have been partial and have shown flagrant disregard for both 
the intent of Congress expressed in the law, and for the economic facts and situa 
tions. In most cases, the statements and requests of the landlords are brushed 
aside as unworthy of consideration or even as untrue, while anything that the 
tenants have said has been accepted a Bible truth. Thus, it has been surprising 
that in certain- cases, large increases in rent have been allowed, while similar 
housing owned by others have been held to a rent of a decade earlier. No ade- 
quate explanation can be made except that such action was taken for personal or 
political reasons. 

An example of the superficial actions and of the animosity and revenge shown 
by the area rent office is one that has affected me personally. I have been engaged 
in the rehabilitation and rental of property in this area, in spite of the many 
handicaps and discouragements. I had extensive experience in contracting and 
in the repairing of buildings and I knew materials and construction as well as 
local real estate values. This allowed me some chance of operating profitably 
where others were losing financially. IT had the know-how to take on properties 
which others would give up as hopeless. By substantial additional investment, 
repair and rebuilding, units which were untenable, could be made satisfactory for 
eccupancy, 

One such property is a four-family brick flat at 5255-57 North Thirteenth 
Street, built more than 4 vears ago in a substantial manner with stone foundation 
and other features in line with standards of that time. It had become so dilapi 
dated that the building insnector had threatened to condemn it if it were not put 
in shape. The owner found that the expense of repairs and rehabilitation would 
run beyond his means. He checked with the area rent office and was told that if 
the property were rehabilitated and reconditioned in an extensive manner that 
the rental ceilings of $20 and $25 per unit per month would be adjusted to $50 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1639 


per unit per month The tenant would then have a four- or five-room flat with 
full bath and individual furnace in a good centrally located, residential district of 
the city. In fact, an opinion to this effect was issued by the St. Louis area rent 
oftice. This owner did not wish to undertake this work with the large expense 
which he could not afford. 

In this situation, and with the opinion from the rent office allowing increased 
rents after reconditioning to be an incentive or representation, | purehased the 
property and proceeded to repair and recondition the building at a cost of several 
thousand dollars. With my own special knowledge of structures and their 
strong and weak points, 1 was able to improve upon the plans and program of 
the former owner and make some necessary changes. The building was then 
submitted to the building inspector, who found it to be safe for retenancy. The 
building, which had been vacant during this entire period was rented at the rates 
set by the opinion of the area rent director. To fully justify my legal position, 
I registered the property at the new ceiling prices. The xrea rent director sent 
an inspector over, who saw that the work was done and an order was issued, 
adjusting the rents to $50 per unit per month. 

I have been personally active in the East St. Louis Real Estate Board, of 
which Ll am a past president and in the State and National Associations of 
Realtors. I have believed in private enterprise as opposed to socialism and have 
been opposed to rent control and other forms of Government regulation which 
have the effect of stifling private initiative. In fact, I have been outspoken in 
my opinions on any and every occasion. About this time, I attended a meeting 
of the St. Louis Property Owners Association, which was advocating the decon- 
trol of rents in this area. This was an open meeting held in the St. Louis 
City Hall and was attended by about 9,000 people, most of whom were against 
rent control. The meeting was fully covered by newspaper reporters and pho- 
tographers and in a Sunday supplement of the St. Louis Post-Dispatch, a picture 
clearly showed me in the foreground of those opposing rent control. I submit 
a copy of this picture. Within 3 or 4 days after this picture of me and others 
thus appeared, I received a notice from the St. Louis area rent office that the 
maximum rents were reduced on my recently improved fiat from the $50 per unit 
per month to $23 per month on two and $25.50 per month on the other two. I had 
not been called in for consultation prior to the issue of this order and had not been 
notified that any such action was contemplated. I attempted to obtain a reversal 
of this order, but instead of making any reasonable allowances for my work and 
expenditures, only to $30 and $32.50 per unit respectively. Even this slight 
adjustment was made only after appeal to my local rent advisory board. 

The stated reason of the rent control officials for the reduction of the approved 
increase to $50 was that certain matters of repair submitted by the prior owner 
had not been completed and particularly certain work to the foundation. My 
thorough inspection and testing had determined that the foundation walls proper 
needed only some repair and protection against water damage, but that many 
other items were necessary. Included in this was repair to foundation to the 
porch and the porch walls, the brick walls above the foundation, chimneys, 
furnaces and many other items which are stated in a list which I have prepared 
and submit to you, The repairs thus listed thoroughly rehabilitated the build- 
ing as an examination of this list of such work should convince. Thus, the 
Stated reason given by the area rent control office does not appear to be the 
correct or true reason for the action taken. 

I also submit a photograph of this flat after the work was done, showing it 
to be a substantial structure in good condition. 

I believe that the picture of me in the paper, above referred to, which I also 
submit, is the real reason for the action taken, and shows the vindictive character 
of the rent office. Apparently, this picture brought attention to me and slight 
investigation revealed my convictions and activities opposing rent control and 
other bureaucratic and socialistic measures in the field of housing, 

The actions throughout this controversy and in a few others to which I have 
been a party, have shown the arbitrary nature of the various decisions and 
rulings, Whenever the official desired an action or a ruling in one way or another, 
he could make the decision and justify it on his records without fear of any 
censure or rebuke. The landlord, aggrieved, had no adequate remedy but must 
submit to the whim of the bureaucrat. 

I might add a personal note. Previous to my treatment in this way by the 
rent-control office, I rehabilitated buildings in the East St. Louis area continu- 
ously, undertaking one job after another. This unjust action has discouraged 
me from undertaking anything more, and although more than 2 years have 
passed, I have stopped all activities of this nature. Others whom I know, who 
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are familiar with this case, have been similarly discouraged. Thus the city is the 
loser and any shortage or poor conditions found by renters is aggravated. 

I would like to add that, putting aside all these facts, four- and five-room 
modern flats, in an accepted residential section, with water bills paid by the 
landlord, are worth considerably more than $30 and $32.50 per month. Com- 
pared with similar premises, these rents are definitely out of line. Of course, a 
tenant seldom moves out unless to leave town or for some other necessary 
reason; but at such times, even prospective new tenants are thoroughly amazed 
and, needless to say, quite delighted, when we quote these ridiculously low 
rents to them. 

Submitted for your opinion and consideration by 

Omak HampTon, Realtor. 


Hearry & Loos, 
New York, N. Y., March $3, 1952. 
Hon. BurNet R. MAYBANK, 
Chairman, Senate Committee on Banking and Currency, 
Senate House, Washington, D. C. 


Sm: Because of my long association with the fresh fruit and vegetable indus- 
try and my intimate experience with price control as applied thereto, a brief 
recital of my views,,I trust, will prove of interest to you. 

During World War I, I served as chief of the fresh fruit and vegetable indus- 
try with United States Food Administration. The matter of price control was 
of paramount issue then, as it is now. 

During the war all commission merchants and dealers handling fresh fruits 
and vegetables at wholesale were placed under license precisely the same as all 
other lines engaged in the wholesale distribution of food products. 

In most lines a maximum margin of profit was established for the wholesale 
dealer. A different principle, however, prevailed in the case of fresh fruits and 
vegetables. With reference to the latter, the Food Administration on November 
2, 1917, made the announcement printed at end of this statement. ° 

The policy as announced prevailed throughout the war period. The law of 
demand and supply operated freely, the same as it always has operated in this 
industry. In other words economic law governed. 

At the close of the first year under the license system, to wit: August 1, 1918, 
wholesale dealers handling fresh fruits and vegetables exclusively were required 
to file statements showing their gross sales, gross profits, net profits or loses 
und total salaries or bonus paid executive officers or partners for the year 
August 1, 1917, to July 31, 1918. This practice would have continued had not 
the signing of the armistice in November brought the war to a close and with 
it the Food Administration. The year covered was, therefore, representative 
of the operations of wholesale dealers in fresh fruits and vegetables during the 
war period. 

The reports from 4,453 wholesalers handling fresh fruits and vegetables 
exclusively were carefully tabulated and compiled by the Food Administration 
and the results are given below. In view of the fact that no margin of profit 
had been fixed and that the fresh fruit and vegetable industry was functioning 
on the basis of the fundamental law of supply and demand, precisely as it 
always has operated and is now operating, these results are particularly illumi- 
nating and instructive. The assertion is ventured that the profit realized com- 
pares very favorably in its modest proportions with the profits realized in most 
other lines. 

Table showing total sales, gross profit, cost of doing business, salaries, and 
net profit, as compiled by the United States Food Administration, of 4,453 whole- 
sale handlers of fresh fruits and vegetables exclusively for the period August 1, 
1917, to July 31, 1918, the average per firm and the percentage of each to the total 
sales: 


| 

Total | Average | 
otal amount; amount per 7 

| firm total sales 


Percent of 


Total sales f $684, 148, S51 $153, 637.74 | 100.00 
Gross profit. __ 66, 976,015 15, 040. 65 9.79 
Cost of doing business (not including salaries of executive 

officers) __ «.---.--| 40,411,884 | 9,075.21 | 5.91 
Salaries of executive officers and partners and bonus... 10,021, 141 | 2, 250 42 | 1.46 
Net profit E 16, 542, 990 | 3,715.02 2.42 
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Summarizing the Food Administration record, it would seem to be a fair 
conclusion that judged by any standard the wholesale handler of fresh fruits 
and vegetables operated on a highly efficient and economical basis and at a 
very low margin of profit. 

The industry emerged from World War I without any necessity of adjust- 
ments, standards of grades and ethics were upheld, and there were no black 
markets. 

During World War II the industry operated under price controls. These 
were established at prices below economic values, with no opportunity to recoup 
losses where sustained, all resulting in breaking down the established standards 
of grades and ethics, which were years in the making, and finally there developed 
black markets similar to those that prevailed in practically all industries. 

A comparison as between the method under which the fresh fruit and vegetable 
industry operated during World War I and that which prevailed during World 
War II definitely confirms my experience of 50 years, namely, that it is impracti- 
cable to attempt control prices of fresh fruits and vegetables. 

Yours respectfully, 
BE. W. J. HEARTY. 


UNITED STATES Foop ADMINISTRATION, 
Washington, November 2, 1917. 
To the Fruit and Vegetable Trade: 

The intention of the United States Food Administration is to coordinate with 
the fruit and vegetable industry—to be helpful to it in ways that will tend toward 
the wisest conservation and distribution of perishable products. 

The license system provides a proper registration and enables the Government 
to make rules and regulations to prevent abuses, and also provides means of 
enforcing economic practices. The Food Administration must be in position to 
know, that the food supplies of the Nation are moving through the most economic 
channels, and to detect manipulation and injurious speculation, hoarding, unfair 
and wasteful practices, unreasonable and exorbitant profits. 

The special rules and regulations governing licensees engaged in business as 
commission merchants (including distributors), brokers, or auctioneers, provide 
that such licensees shall not charge commission or brokerage on the sale of 
food commodities, in excess of that which ordinarily and customarily prevails, 
under normal conditions in a locality in which the broker’s, commission mer- 
chant’s or auctioneer’s business is conducted, and in the particular branch of 
trade in question. 

The regulations exact rendering promptly account of sales of consigned goods, 
and in accordance with the true sales, with charges only for services actually 
performed, and expenses actually incurred by the licensee. 

Regulations forbid sales of consigned goods directly or indirectly to persons 
to whom consignments of such goods are entrusted, without noting such trans- 
action on the account of sales. 

Receivers of consigned goods may not make rebates directly or indirectly to 
shippers’ agents, or agents or employees of associations or exchanges. 

The buying of supplies of fruits and vegetables for one’s normal requirements, 
covering the usual season of distribution, is a legitimate transaction; withhold- 
ing supplies beyond the natural time of disposition or beyond the period of safety 
to the physical value or wholesomeness of any commodity, or holding for unrea- 
sonable gains will be considered unlawful within the meaning of the act. 

Because of varying and uncertain conditions which surround the assembling, 
distributing, and marketing of fresh fruits and vegetables, such as climatic 
changes, delays in transportation, uncontrolled supply, and the inborn perish- 
ability of the products, all of which subject these products to wide fluctuations in 
values, no specific regulations have been promulgated determining exactly what 
is a fair and reasonable profit on sales of fresh fruits and vegetables, nor the 
amount or percentage of profit that shall be made. The chief point is to keep 
perishable products moving freely into consumptive channels, consistent with 
equitable and even distribution over the normal season of any particular com- 
modity, at the prevailing prices determined by an open, unrestricted market, 
without manipulation, monopoly, or by taking advantage of temporary emer- 
gencies, Or artifical conditions. 

Dealers in fresh fruits and vegetables must constantly bear in mind that the 
Food Control Act prohibits -xcessive profits, and the goal, therefore, to work 
toward is a fair and reasonable profit, above expenses, for the year’s business 
and no more, 













1642 DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 






In the course of events, commodities which were stored for the purpose of 
providing for one’s seasonal requirements may increase abnormally in value, and 
if sold subject to the natural operation of the law of demand and limitation of 
supply would result in an undue and unwarranted year’s profit and a correspond- 
ing unjustifiable hardship on the consuming public. Should such a situation 
present itself or arise, a full statement of facts must be presented to the Food 
Administration without delay and every effort be made by holders of such com- 
modities to cooperate with the Food Administration in evolving a system of dis- 
tribution that may be determined as fair and equitable. 

Markets in all localities will be closely policed by the Food Administration, and 
any unusual rise in price will result in investigation of the individual’s selling 
products in which an unusual rise has occurred. 

The Food Administration earnestly seeks the assistance of all licensees in 
bringing about the most direct movement of all food products to the consumer. 
The supreme duty of everyone engaged in the fruit and vegetable industry should 
be to direct the flow of food products to the homes of our citizens in the most 
economical manner, 

The United States Food Administration has had sufficient assurances from men 
engaged in the fruit and vegetable industry to warrant the belief that cooperation 
on the part of this trade will not be lacking. Cooperation, however, to be really 
effective and satisfactory must find expression in acts that clearly show to the 
public an unmistakable disposition not to capitalize an unfertunate national 
situation for personal gains. 

UNITED STATES Foop ADMINISTRATION, 
By E. W. J. Hearry. 


INDIANAPOLIS LIvesrocK EXCHANGE, 
Indianapolis, Ind., March 18, 1952. 
Hon. BurNeT R. MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

DEAR SENATER MAYBANK: The National Livestock Exchange appreciates your 
kind invitation to present a statement concerning our attitude on price controls 
on livestock, and we hope to be able to give you some information that may assist 
you in your deliberations on the bill now before you authorizing renewal of 
the present defense act. 

The National Livestock Exchange, as you know, is composed of the commission 
men at the big terminal markets of the United States who act as selling agents 
for the farmer and livestock producer. The writer of this letter, C, L. Farrington, 
is the owner of a commission firm on the Indianpolis market, is president of 
Indianapolis Livestock Exchange, a past president of the National Livestock 
Exchange, and is now serving as chairman of the War Controls Committee of the 
National Livestock Exchange. I have appeared before your committee several 
times, most recently at the hearings held on September 21, 1951. We were 
against price control of livestock then and are still in the same position, because 
we know from our close association with our livestock producer customers 
that we are properly reflecting their attitude. Likewise, from our own ex- 
periences, we know that price controls of livestock are impractical, unworkable, 
unenforceable, and that they reduce production as well as divert too much of 
available supplies into black market channels. 

We wish to remind you that this country consumes every year all the meat 
that is produced every year. This is necessarily so because there is no way to 
store surpluses until scarcities appear, as meat is a perishable product. Any- 
time there is as much as a 10 percent reduction in supplies, there is a shortage 
of meat for consumption—and a 10 percent increase above normal production 
creates a surplus of meat for consumption. Of course, with present annual rate 
of increase in population, there has to be gradual increase in production to re- 
tain a normal supply of meat per capita in this Nation. Anytime, therefore, that 
any condition arises which restricts or hampers production in any way, thus 
upsets the normal delicates balance between production and consumption, and 
creates shortages that cause consumers to have to go without their normal supply 
of meat. 

The only sure way to hold prices is through sufficient production to meet 
demand: and we know of no better example anywhere than is displayed in the 
hog market of the past 6 months. Farmers stepped up production to such num- 
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bers that prices have been far below parity and support prices are more needed 
than are ceiling prices. Reports and expressions we get from our producer 
customers indicate that they are all going to reduce production drastically, and in 
many cases stop hog production completely unless some ray of light for the 
future can appear on the scene. With feed costs as high as they are now, there 
is no incentive to the hog producer to keep up his production if he sees that there 
is going to be a limit upon the price he might be able to obtain, but no protection 
when prices get down to the low level that prevails right now. Feeding of live 
stock, at best, is considerable gamble; but the farmers will take a chance if they 
can feel that there is at least a slight chance to make a profit. 

Cattle production is showing a splendid increase, although it took so many 
more years to step up this production than it did for hogs. This is so because 
it takes from 2 to 4 years to produce a finished steer; and the demand that 
had been so considerably restrained during the period of OPA during World 
War II suddenly swung into action after the lifting of restrictions after that 
period, and gobbled up everything in sight so that it took considerable more than 
normal time to reach the stage where production could exceed such demand. 
We seem to now have reached such a time; but the threat of price control on 
this branch of the industry could loose a liquidation that would almost be fatal 
for years to come. It must never be forgotten that feed costs are so high, a farmer 
can just sell his feed at present profitable prices and stop all his worries about 
any future livestock prices. 

Marketing of calves has practically dried up during the past 2 years, as pro- 
ducers held back their good calves to grow them into cattle. A disruption in 
production procedure such as would be occasioned by price control might break 
loose the marketing of calves again, resulting in marketing of 200-pound animals 
instead of 1,000-pound animals, which would be a drastic reduction in meat sup- 
plies in the future. 

Lamb production was so disrupted during the era of OPA that it is still consid- 
erably below normal, and certainly anything that would re-create another OPA— 
regardless of the name it might bear—would be almost fatal so far as lamb 
production is concerned. 

Considerable agitation has been created during the past year to permit slaugh- 
ter controls; and it was against that idea that we appeared before your commit- 
tee in September. The theory of quotas might sound all right, and it is certainly 
understandable why each slaughterer would want his normal supply during times 
of shortage—or at least his fair percent of the available supply. We have no 
fault to tind with those packers who asked for slaughter controls in the honest 
belief that it would secure for them their normal share. However, we can assure 
you that no matter how desirable it might seem to be, yet it is absolutely un- 
workable and only creates a lot of confusion. We hope to be able to explain why 
this is so. 

In the first place, as we showed by Government statistics in September, any 
increase or decrease in supplies is not the same in every area. Some markets 
may show decreases at the same time that the over-all supply shows increases; 
and some markets may show an increase at times when the over-all supply shows 
a decrease. However, it is of no benefit to the packer in South Carolina, who 
may be short on supplies, if the percentage due him is being marketed in Denver 
or some other western market. You cannot transport live stock backwards and 
forward across the country without considerable expense and resultant loss to 
the owner. In actual operation, the overages at any market only served to de- 
press prices unnaturally at that particular market, without actually moving the 
surplus to the packer in some other part of the country who might be short 
of his fair share of the supply. 

Further confusion was injected into the markets during the short period when 
quota controls were in effect, in the operation of the cattle markets. While 
there might be an increase in supplies at the markets, there might at the same 
time be a shortage of slaughter steers and an overage of cows and butcher 
stock. The packer, therefore, who insisted on his normal share of the steers 
would never get them—and he would not choose to use butcher stock instead. 
As a result, the off-market packer received no benefit of the overage, but the 
farmer who had the overage of the nonwanted butcher stock suffered actual 
loss in price declines during that particular day. 

Our actual experience with slaughter quotas convinced us that no packer 
benefited so far as getting his normal supply was concerned, but that the pro- 
ducer was actually hurt financially by the confusion occasioned by the jam-up 
at individual markets. 

96315—52—pt. 2——-43 
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If we can supply you with any additional information you may desire, we will 
consider it a pleasure to assist you. We assure you that we are not just opposing 
controls as such, but are taking our present stand against live stock controls 
because we know from our previous experiences that they just do not work, and 
that they defeat their purpose by actually decreasing production at a time when 
increased production is so sorely needed. The hog market is actual proof that 
enough production will slow down prices and actually work them to a lower 
level than necessary; and the present crisis in that phuse of animal production 
needs a stimulant instead of a depressing influence. We sincerely hope that 
your committee will not include live stock controls in the extension of the present 
act. 

Thank you very much for permitting us to thus present our views as repre- 
sentatives of the livestock producers who, we can assure you, are very much 
concerned about the action you may take along this line. Their future pro- 
duction is going to depend more than usual upon the course you authorize the 
administration to take. 

Yours very truly, 
C. L. FARRINGTON, 
Chairman, War Controls Committee, National Livestock Exchange. 


STATEMENT OF Boarp oF Drrecrors, ILLINOIS MANUFACTURERS’ ASSOCIATION 


The Illinois Manufacturers’ Association embraces approximately 4,000 member 
firms. Over 90 percent of the total industrial output of the State is produced 
by member firms. The members of the association include industries of all 
sizes—large, small, and middle-sized—engaged in a wide variety of production. 
However, the great majority of the members of the Illinois Manufacturers’ Asso- 
ciation are small: 30 percent employ less than 20 persons; 40 percent less than 
50 persons ; 60 percent less than 100 persons; and 70 percent less than 200 persons. 

When the Defense Production Act was under consideration before Congress 
in 1950 the board of directors of the Iinois Manufacturers’ Association expressed 
the conviction that the inclusion in said act of controls over wages and prices 
would tend to accelerate intlation; would unnecessarily restrict the production 
of goods and supplies for our domestic needs ; would cause extensive, unnecessary, 
and injurious interference with private enterprise ; would hamper the production 
of military supplies and equipment; would prove impractical in operation; and 
would result in another huge and costly governmental bureaucracy which would 
tend to become a permanent part of our economy. 

The directors of the Illinois Manufacturers’ Association, after watching the 
act in operation for 10 months, reiterated the above conviction when said act 
was up for amendment in May 1951. The Defense Production Act is now up 
again for consideration in Congress following the proposal of the administration 
that said act be expanded and continued for 2 years. 

The experience of Illinois industry with the Government wage- and price- 
control program has confirmed and strengthened the conviction of the members 
of the board of the Illinois Manufacturers’ Association that the said provisions 
of the Defense Production Act should be abandoned. The manner in which the 
wage and price control program is being administered is a continuing source of 
discouragement to business executives. Wage controls have, in effect, become a 
farce, notwithstanding the able, earnest service rendered by the industry mem- 
bers of the Wage Stabilization Board. 

The directors of the Illinois Manufacturers’ Association are convinced that 
the longer the Government wage- and price-control program continues the more 
extensive and more severe will be the hardships imposed upon all segments of 
our economy. We accordingly urge that the wage and price control provisions 
of the Defense Production Act be permitted to expire on June 30, 1952. 


STATEMENT OF INDEPENDENT LIVESTOCK MARKETING ASSOCIATION, C. K. Exv.ioryr, 
CHAIRMAN, LEGISLATIVE COMMITTEE; R. Q. SMITH, SECRETARY 


The Independent Livestock Marketing Association with offices in Columbus, 
Ohio, is a central federated organization of livestock markets, livestock auction 
sales, livestock concentration yards, livestock order buyers, livestock dealers, 
livestock producers—including purebred breeders and commercial breeders and 
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feeders of livestock and other livestock interests. These markets and associate 
interests handle livestock in the eastern Corn Belt States for several hundred 
thousand livestock producers. This report as submitted by the chairman of the 
association’s legislative committee and the secretary of the organization is based 
upon repeated considerations and actions by the board of directors, special com- 
mittees and by the membership in annual meetings. 

Realizing from recent, vivid, and harassing experiences encountered a few 
years ago with OPA—our membership and trade have constantly foreseen similar 
dire results sapping needed production and forcing the livestock industry into 
chaos under the regulations of OPS. Having clearly pictured this situation, we 
have unitedly opposed the formation of OPS and the abuse to the livestock 
industry by regulations promulgated by the OPS. This in turn has added 
increasing costs to consumers, both in prices for numerous meat products and in 
heavy expense of administration of OPS. 

We have constantly taken the position that encouragement to all-out produc- 
tion was the prime essential in meeting ample food supplies and a direct means 
of holding food values at reasonable price levels. We contend that such controls 
by OPS do not effectively cope with the basic causes of inflation. To the con- 
trary—controls of OPS, as was the case with OPA—lead to less production, 
searcities instead of ample supplies, demands for food beyond available supplies 
and then if OPS is permitted to continue we will again find ourselves faced 
with the erring route of rationing and subsidies. With this ever-failing method 
and with the inadequacies of price controls to check inflationary spirals and 
materially aid our Nation’s economy as historically recorded many times, we 
have again been authorized by the membership of Independent Livestock Market- 
ing Association to register opposition to the continuance of OPS and that.price 
and wage controls be eliminated and throughly dispensed with. 

Regulations and enforcement actions of OPS have placed on agriculture, and 
the livestock industry especially, direct discrimination, This is leading to posi- 
tive liquidation of livestock and limiting future supplies that will be greatly 
needed by our rapidly increasing population. Roll-backs beyond the intent of 
Congress as has been carried on by OPS with hides, tallow, greases, wool, and so 
forth, is highly offensive and economically unwise. These practices are return 
ing the situation we experienced during the close of World War II and post 
years following this war when black marketing reigned, when valuable phar- 
maceutical products, hides, and other products were wasted, and most every 
conceivable under-the-counter practice was employed. This we do not want to 
see developed to a greater degree than we have now under the present direction 
of OPS but which is destined to occur if continuance is granted. We urge that 
the Banking and Currency Committee take the necessary steps to eliminate titles 
tf and 5 of the National Defense Act and so act as to eliminate continuance of 
OPS—come June 30, 1952. 

We are thoroughly and fully convinced that the piece-meal method of decon 
trol has but little merit. Complete elimination of all controls is necessary. Pro 
duction in most all lines of meat and other food products is providing consumers 
with ample supplies at very reasonable prices, and especially with pork and pork 
products at present prices much below consumer income and ability to buy. 

Certain regulations of OPS having to do with cutting and merchandising much 
of our meats has placed drastic restrictions in making available desired euts 
known to the trade and has materially hampered the movement of beef and lamb. 
Restrictions in handling have seriously handicapped both beef and lamb sales 
Roll-backs in both beef and lamb byproducts as with tallow, hides, skins, wool, 
ete., have materially lowered the income of stockmen and lessened the incentive 
to maintain and to increase production. Consumer demand has been reasonably 
good but restrictive cuttings have penalized the industry. Likewise that OPS 
should indicate that fat or tallow has no cost of production is stupidity beyond 
conception, 

Production, feed, and labor costs have continued on the increase, while values 
for all livestock week by week have worked materially lower. If causes to estab- 
lish OPS were in any sense advisable a year or so ago, we have now long since 
passed the time to return to a free, dependable, open, reliable sales system with 
production unhampered and unencumbered. We urge the elimination of titles 
4 and 5 of the National Defense Act. 
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STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE DIRECTOR, JEWISH WAR 
VETERANS OF THE UNITED STATES OF AMERICA 


The Jewish War Veterans of the United States appreciates this opportunity 
to submit its views in support of S. 2645. Our organization has regularly af- 
firmed at its annual conventions, its support for the objectives of this legislation 
both before and since the Communists attacked in Korea. I quote, briefly, part 
of a resolution passed prior to Korea which reads as follows: 

“Whereas any future war will involve not only our Armed Forces but our en- 
tire population and all of their efforts and all of our resources if we are to meet 
any aggressor’s challenge quickly and successfully: Now, therefore, be it 

“Resolved, That a stand-by program be formulated during the session of the 
dighty-first Congress for mobilizing our industrial, transportation, construction, 
distribution, agricultural, and financial resources to go into effect immediately 
upon declaration of war and providing for severe limitation upon private profits 
such as has accrued in previous wars.” 

Subsequently, at our fifty-fifth and fifty-sixth annual conventions held in 
Asbury Park, N. J:. and in Atlanta, Ga., respectively, the following resolution 
was passed and reaffirmed: 

“Whereas the Jewish War Veterans of the United States of America has been 
in the forefront of public support for every measure calculated to insure the se- 
curity and welfare of the United States, and 

“Whereas in line with this long established policy, the Jewish War Veterans 
of the United States of America has backed all legislation looking toward the 
development of a military establishment adequate to safeguard the United 
States, and to assist in defending the free world as a whole, from Communist 
aggression, and 

“Whereas the Jewish War Veterans of the United States of America, as a 
consequence of its established convictions on the security needs of the United 
States, fully endorsed and supported the action of our Government in assigning 
United States forces to uphold the authority of the United Nations in Korea, and 

“Whereas the present defense requirements of the United States are being 
seriously frustrated by a mushrooming inflation which is imposing ever-mounting 
burdens upon the taxpayers, simultaneously resulting in increases of from 50 
to as much as 350 percent in the cost of military weapons and equipment: Now, 
therefore be it 

“Resolved, That the Jewish War Veterans of the United States of America 
urge upon the Congress of the United States the swift enactment of such eco 
nomic and price controls as will serve to exercise an immediate check upon the 
inflation that now threatens to destroy the very national welfare and security 
for whose preservation United States troops are now in battle in Korea.” 

As you read these resolutions, you will note how closely their tenor agrees 
with the intent of Congress as stated in title [IV in the original Defense Pro 
duction Act. 

We respectfully urge that your committee approve and recommend to the 
Senate extension of the act for 2 years in accordance with the statement made 
before your committee by the Director of Defense Mobilization, Charles E. Wilson 

As the resolutions quoted above make clear our organization has long been 
aware of the forces which would be set in motion by mobilization for intensive 
defense needs. Such forces naturally create inflationary pressures and inevitably 
throw out of balance the competitive, free-enterprise system which we all prize 
so highly and which normally stimulates production and controls the distribu 
tion, prices, wages, and allocation of men, money, materials, and facilities of 
all kinds, 

In the present situation, our defense and the défense of the free world com 
mands, without exception, a top priority. That is absolutely clear in the case 
of manpower as evidenced by the Selective Service Act under which hundreds 
of thousands of men have been brought into the Armed Forces. Our Govern 
ment holds and has used its powers, too, to call back to active service, tens of 
thousands of veterans who were in the Reserves and in the National Guard. More 
than 100,000 casualties have been suffered by these men in Korea. Such human 
casualties cannot be avoided in warfare. 

To support the men in our Armed Forces and to minimize the casualties. 
it is absolutely necessary that our economic machinery function with the utmost 
effectiveness. With the natural controls of our free-enterprise system torn loose 
by the tremendous demand created by our defense needs, the controls of the 
Defense Production Act are a “must” if inflation is to be checked, prices and 
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Wages stabilized, and materials channeled so as to serve the Nation’s needs 
best. 

Our experience during the first few months after the invasion of Korea proved 
an expensive lesson in how quickly shortages could occur, prices could rise, black 
markets flourish, and economic dislocations slowed up our efforts to get under 
way. It is surprising and disappointing that so many of those who have testified 
before your committee have been so critical of this precontrol period and yet 
clamor that you remove the controls you have established and especially to 
remove the controls from the specific business for which the particular witness 
spoke. Do these people not recognize that they are inviting a repetition of the 
very conditions (July 1950 to January 1951) which in retrospect, they are so ready 
to berate? 

During the last half of 1950 period, it was established that the “take” for 
our defense program would be only about 10 percent of our national production. 
Now, it is estimated that the defense program during the next 2 years will re- 
quire approximately 20 percent of the national production. ‘Thus as the defense 
needs mount and the pressures on our economy approach the flood stage, the 
opponents of the Defense Production Act demand that you tear down the pro- 
tective measures you have enacted to control the flood or at least to punch such 
big holes in the act that inflation and greed may march wherever they will in our 
economy without any legislative barrier to interfere. We believe, as already 
indicated, that the enactment of S. 2645 will prevent such chaos. The minor’ 
irritations and the frustrations which flow to a small degree from these necessary 
controls are a moderate price for businessmen to pay to save the structure of our 
free-enterprise system which might be torn and wracked almost beyond repair 
through lack of controls. 

Momentarily, we have reached a fair degree of stabilization. In fact, some 
prices are well below ceilings and many commodities are in easier supply. These 
conditions are due, in no small part, to the controls which have been put in force 
under the Defense Production Act. In part, too, sagging prices are a reflection 
of the frenzied buying which loaded up customers before controls went into effect 
and prices have not yet gone low enough to tempt buyers back into the market 

American businessmen have traditionally followed the policy of encouraging 
mass markets by improving their products, lowering their prices, and through 
efficient production and distribution continuing to maintain satisfactory profits. 
There seems to be, now, a willingness to add every possible item to costs thus 
increasing prices without making the utmost effort to develop the economies which 
might hold prices, to consumers and users, at the least possible level. The in- 
satiable needs for our defense open the way for the loss of the tradition which 
has made American industry the peer of the world—for that is not the way in 
which European industry functions. Extension of the Defense Production Act 
will serve American industry, the American consumer, and our Government which 
needs this aid to meet the threat of aggressive communism. 


LittLeE Rock Reat Estate Boarp, 
Little Rock, Ark., March 7, 1952. 


To the Senate Banking and Currency Committee: 


The Little Rock Real Estate Board wishes to submit for the record the 
following statement in regard to the housing situation in the greater Little 
Rock area: 

There is available in this area an adequate supply of housing for immediate 
occupancy. We could house a minimum of 500 new families and, in addition to 
the present ample supply, new construction is proceeding at a saisfactory rate. 
Furthermore, within the next 4 months, an additional 736 units of public hous- 
ing will have been completed and available for occupancy. 

The level of rentals since the decontrol of rents 4 years ago has risen very little. 
In fact, many rents are lower now than they were under rent control. 

Unless there is a tremendous influx of people beyond anything we can pos- 
sibly imagine, we will have ample housing. The housing situation in greater 
Little Rock is on a sound and reasonable basis. Theer is no need now and we 
can foresee none in the future for recontrol of rents. 


ARKANSAS REAL ESTATE BOARD. 
By O. M. Youne, President. 
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Wicuira, Kans., March 13, 1952. 








> 
Mrs. LESLIE B. Wrieut, 
,620 Thirtieth Street NW., Washington, D. C.: 
Kansas Federation full accord on October board meeting decision; supports 
repeals. 
Mrs. V. B. BALLARD, 
President, Kansas Federation of Women’s Clubs. 












Pirrspureu, Pa., March 9, 1952. 
Senator BuRNET R. MAYBANK, 
Chairman, Banking and Currency Committee, 
United States Senate, Washington, D. C.: 
Earnestly urge you and your committee to put a curb to the daily rise in 
transient-hotel rates. The traveling men of America look to you for relief. 
GEORGE MARCUS, 
President, Juvenile Fashion Caravan (showing Pittsburgh, Cleveland, 
Columbus, Cincinnati). 


PirrspurGH, Pa., March 9, 1952. 


































Senator Burnet R. MAYBANK, 
Chairman, Banking and Currency Committee, 
United States Senate, Washington, D. C.: 
The salesmen today are subject to soaring hotel-room rates which they are 
finding increasing beyond their power to pay. We urge some sort of control. 
Lovuts A. METz, 
Director, The Bondwagon Trade (showings in Chicago, Detroit, 
St. Louis, and Indianapolis). 





MILiLers’ NATIONAL FEDERATION, 
Mareh 14, 1982. 
Hon. BurNet R. MAYBANK, 
Chairman, Senate Committee on Banking and Currency, 
Washington, D.C. 

Drak SENATOR MAYBANK: There is pending before your Committee on Bank- 
ing and Currency the question of the continuance beyond June 30, 1952, of sec- 
tion 104 of the Defense Production Act. 

Your committee has recommended the repeal of this section of the law. The 
President has recommended that this section be discontinued. On the other 
hand, representatives of the dairy industry have recommended its extension. 

Restrictions of this nature on imports into the United States invite retaliation 
by the countries affected in the form of similar restrictions on the importation of 
goods from the United States. Such restrictive measures can only result in a 
disruption of the free flow of goods in international trade. 

Examples of the retaliatory measures proposed by Canada and the Netherlands 
are set forth in the enclosed copies of articles which appeared in the New York 
Times and the Northwestern Miller. Other countries are planning similar re- 
strictions on United States goods. 

At the present time the Netherlands imports the largest quantity of United 
States wheat flour of any flour-importing country. The loss of this trade with 
the Netherlands would seriously affect both the wheat producers and the wheat- 
flour millers of the United States. 

The extension of section 104 of the Defense Act, I am advised, would have 
similar adverse effects on other groups in the United States exporting goods to 
foreign countries. 

I bring these facts to your attention so that you may consider the full impact 
of restrictions such as those contained in section 104. 

Sincerely yours, 
HERMAN Faktenr, Vice President. 
Enclosures. 
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{From the New York Times, February 29, 1952] 
CANADA Maps FicHt oN Untrep STAtTes Darky QUOTA 


PLANS SHARP RETALIATORY ACTION AGAINST IMPORT LIMITS ON CHEESE AND OTHER 
; PRODUCE 


(By Michael L. Hoffman) 


GENEVA, February 28.—Canada is preparing a program of sharp and extensive 
restrictions on imports of farm products from the United States in retaliation 
for the refusal by the United States Congress to rescind section 104 of the Defense 
Production Act which imposes import quotas on cheese and other dairy products. 

Canadian sources have indicated that Canada’s action will be designed to 
“teach the American farm bloc a lesson.” Subject to final approval of the 
Cabinet, the Canadian action will be aimed not at giving the United States tit- 
for-tat in quantitative terms, but at bringing home to the United States farm 
industry, in terms of tens of millions of dollars of losses, just what indifference 
to the interests of other countries in international trade can entail. 

It so happens that Canada is about the only country that can afford to do this. 
The Netherlands has already indicated that she proposes to withdraw some 
tariff concessions from the United States in retaliation for cheese restrictions, but 
this cannot be more than a slap on the wrist to a few American export concerns, 
Italy, France, and Denmark are also hard hit by United States cheese restrictions. 

All these countries are contending that the United States has violated the 
General Agreement on Tariffs and Trade by imposing quotas—a contention the 
United States administration cannot and does not deny. 

It is only because these Governments desire to follow the procedures laid down 
in the General Agreement on Tariffs and Trade that retaliatory action has not 
been taken already. <A special meeting of the contracting parties to the agree- 
ment will be called in July if, by the end of June, Congress has not either repealed 
the objectionable provision or allowed it to expire. 

President Truman has twice recommended that Congress remove import 
restrictions, but his appeals have been rejected by the Senate. 

The cheese matter is dogging United States negotiators who are trying to use 
the agreement's machinery to help United States exporters hit by recent Belgian 
restrictions on dollar imports into Belgium. The United States has charged 
Belgium with unjustified discrimination and has asked for a working party of 
the contracting parties to consider the issue. 

As Belgium is under fire from her European neighbors for not discriminating 
sufficiently against dollars goods in favor of products of European countries, and 
as some branches of the United States Government have also taken this view, 
the whole question of compatibility of the General Agreement on Tariff and 
Trade with the international trade and payments system sponsored by the 
Organization for European Economie Cooperation in Paris is raised by this 
latest United States action. 

It is clear to all concerned that as long as the United States Government as a 
whole does not come before its fellow members of the agreement with clean 
hands on the cheese issue, efforts of the State Department to use the agreement 
to aid American exporters to Belgium have very little chance of yielding any 
concrete results. 


[From the Northwestern Miller, Minneapolis, Minn., February 19, 1952] 
CHEESE IMPORT CURBS May Hurt UNITED STATES FLOUR SALES TO NETHERLANDS 
(By George E. Swarbreck ) 


Toronto.—The failure of the United States administration to secure the repeal 
of section 104 of the Defense Production Act, which sought to afford a measure 
of protection to the American dairying industry, may have serious repercussions 
on the trade in flour with the Netherlands. 

One of the commodities affected by the cut-back of dairy imports into the 
United States is cheese, and in consequence, the Dutch authorities have found 
that their ability to earn dollars has been seriously impaired. Threats of retalia- 
tory action, which included a cut-back in flour purchases, were originally voiced 
by Dr. H. Van Blankenstein, director of the Dutch office for foreign economic 
relations, at the Geneva meeting of the subscribing nutions to the General Agree- 
ment on Tariffs and Trade last September. 
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The restrictions were described by delegates of several countries interested 
in the export dairying industry as a violation of United States commitments 
under the agreement. They expressed support of the Dutch representative's 
stand when he indicated that his Government was seriously considering making 
a request to the contracting parties to authorize the suspension of application 
to the United States of certain concessions made as a result of previous agree- 
ments. Flour is imported into Holland under a concessional arrangement, and 
it was specifically mentioned by Dr. Van Blankenstein in the presentation of 
his case. 


DUTCH FLOUR IMPORTS 


The flour concession allows the duty-free import from all exporting sources 
of 65,000 tons every year, the balance bearing a duty of 3 percent. The duty- 
free figure was originally set at 50,000 tons, but this was upped 15,000 tons as 
a result of negotiations at the Torquay tariff conference in the winter of 
1950-51. 

Present imports are running at the rate of 75,000 tons a year, and the balance 
of 10,000 tons has to bear duty. This has been described as a brake on trade, 
and recently the hope had been expressed in trade circles that the Dutch Gov- 
ernment might consider an increase in order to allow a yearly import of 100,000 
tons of flour, probably in return for a trading concession in the United States. 

While this would not be completely satisfactory, for observers consider that 
the total removal of the duty would increase the export potential, it was looked 
upon as a step forward. However, it is now understood that the Dutch Gov- 
ernment is discussing the question of slicing the duty-free figure as part of 
its retaliatory program, thus dimming hopes of an increase in business for 
United States mills. 


ACTION 





DEFERRED 


Action in connection with retaliation was deferred by Holland and the eight 
other countries involved last September when the United States representative 
expressed, on behalf of the administration, an intention to press for repeal. The 
necessary legislation was passed by the House of Representatives but failed to 
get through the Senate. 

The countries concerned have now to decide whether to take retaliatory 
action at once or to await the next GATT conference, provisionally slated for 
May or June. Canada is vitally interested in the cheese question, and the matter 
is heing examined by Government officials in Ottawa. 

The main supporters of the curbs on cheese imports are the United States 
dairy interests centered in Wisconsin, and since the restrictions were imposed 
cheese imports have been sliced 30 percent. The total importation of cheese 
forms less than 5 percent of United States domestic production, and most 
varieties obtained from Holland and other European countries appeal to a 
limited market in the higher income groups. The market was deliberately 
cultivated by the Europeans with the assistance and approval of European 
Cooperation Administration officials because it was seen as a means of increasing 
their dollar purchasing power. 

The Dutch view is that retaliation should be in the agricultural field, and it 
is for this reason that flour imports would be selected for a cut-back. 


{From the Northwestern Miller, Minneapolis, Minn., February 26, 1952] 
DUTCH CONSIDER RESTRICTIONS IN RETALIATION FOR CHEESE CURBS 
(By George E. Swarbreck) 


Toronto.—The Netherlands Government has announced officially that it is 
considering the introduction of restrictive measures against United States goods 
in retaliation for the embargo placed on the importation of Dutch cheese. 

Observers suggest that flour will be singled out for restrictive measures be- 
cause of the declared policy of limiting retaliation to the agricultural field (The 
Northwestern Miller, February 19, p. 12). 

The export cheese industry was built up with the active assistance of Economic 
Cooperation Administration officials because it was seen as a means whereby 
the ability to earn dollars in the ordinary course of trade could be boosted. The 
Government, in its announcement, stressed that Holland preferred to earn 
dollars by exporting to the United States and, in consequence, it now takes the 
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stand that if trade is hindered by restrictive measures such as those contained 
in Section 104 of the Defense Production Act, purchases from the United States 
must be scaled down to balanced earnings. 


DISCUSSIONS WITH BELGIUM 


Preliminary discussions are now taking place with the Belgian Government 
because any decision to change existing concessional arrangements must be made 
jointly by the two countries in accordance with the Benelux agreement, which 
also takes in Luxemburg. 

The Dutch concession allows the import of 65,000 tons of foreign flour free 
of the 2 percent duty which is imposed on anything over and above this iigure. 
This duty has been logged as a limiting influence on trade and, without it, sales 
of United States flour to the Netherlands could be expanded. In recent weeks 
hopes had been expressed that the Dutch Government, in an effort to bolster its 
trade with the United States, would be willing to up the concessional figure to 
such an extent that the present yearly import of 75,000 tons, of which 10,000 tons 
has to bear duty, would be hiked to somewhere in the region of 100,000 tons. 
Because of the refusal of the Senate to agree to the repeal of the embargo, hopes 
of this relaxation have now dimmed. ‘ 

The concessional figure is further reduced by imports from other foreign 
sources, other than Belgium, and the 1952 allocation has already been sliced by 
the decision of the Government to purchase 6,000 tons of Australian flour for 
shipment during the first half of this year. 


BELGIAN MILLERS’ INTEREST 


A serious development from the point of view of the United States millers is 
the interest taken in the question by the Belgian milling industry. The report 
of the Canadian grain mission, which toured Europe in the fall of 1950 under 
the leadership of Dr. Charles F. Wilson, director of the wheat and grain division 
of the Canadian Department of Trade and Commerce, indicated that the Belgian 
millers were seeking an arrangement, through Benelux, to insure for themselves 
a preferred position in the Netherlands flour market. 

The report added that work was being done in connection with the coordina- 
tion of the milling industries in the two countries. The conclusion was drawn 
that the Netherlands flour market might be reserved for the Belgian millers in 
the future. 

The original decision to include a 3-percent duty on imported flour in the 
Benelux agreement was made at the instigation of the Belgian Government, ac- 
cording to official Dutch sources. This provides further evidence that the Belgian 
millers would not be averse to seeing a cut-back in the import of United States 
flour into the Netherlands, for this would strengthen their position in the market. 
Moreover, under custom union, flour imported from Belgium would net have to 
bear duty. 

DANGER FOR UNITED STATES TRADE 


The fact that a decision on this matter must be made in conjunction with 
Belgian interests spells danger for the United States export trade. Observers 
believe that only a climb-down in connection with the cheese embargo will cause 
the Dutch Government to have a change of mind. Otherwise, a cut in the con- 
cessional figure is a foregone conclusion when tariff negotiations are resumed 
in May or June. 

Observers suggest that, while Holland will continue to take the full quota of 
wheat under the International Wheat Agreement, the proportion hitherto taken 
in the form of flour will be reduced. 

Because other countries, including Canada, are also involved in protesting 
the reculation as it affects dairy products generally, the cumulative effect on 
over-all United States export trade could be large. Officials of the other six 
European countries involved are stated to be ready to take retaliatory action 
as a result of what they describe as a violation of United States commitments 
under the General Agreement on Tariffs and Trade. 
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{From the Minneapolis Sunday Tribune, January 13, 1952 


NUMBER OF RENTAL ADS 
APPEARING YEARLY IN 
TH 1E_ MINNEAPOLIS STAR AND TRIBUN 


1942 - 1951 
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— = ae SEEKING UNITS TO RENT 
——— ADS OFFERING UNITS FOR RENT 


1942 1943 1944 1945 1946 1947 1948 1949 1950 1951 
CLASSIFIED Aps Htrnt Eastne oF Housine LAcK 


More rental units were advertised in the classified columns of the Minneapolis 
Star and Tribune in 1951 than in any year since the outbreak of World War II. 

The units advertised were apartments, houses, duplexes, and rooms. 

A marked drop in wanted-to-rent ads and a rise in for-rent ads indicates an 
almost complete easing of the rental market in Minneapolis, according to Robert 
Witte, classified-advertising manager of the papers. 

There were 123,682 individual ads for rent in 1951, Witte said. 

He pointed out that fewer landlords are imposing restrictions such as no 
children or no pets and that wanted-to-rent ads seldom carry the “desperate 
for a place to live” theme that was common just after the war. 

There has been a drop to 26,513 wanted-to-rent ads since the 1946 high of 
57,629, Witte said. 

“Unless there is a marked change in local conditions,” Witte said, “these 
figures would indicate that the rental-housing shortage in Minneapolis probably 
is reaching an end.” 
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He pointed out that some factors do not show in the figures. He said, some 
Jandlords read the wanted-to-rent ads and do not themselves advertise. 

Some prospective tenants do not advertise but read the for-rent ads. 

Figures listed in the ads are subject to certain bargaining, he pointed out. 
There still is a wide variation in rental prices sought and rental prices asked, 
he said. 

The advertising figures for the past 10 years: 


For rent | Wanted-to- = For-rent | Wanted-to- 
ads rent ads at ids rent ads 


111, 292 6, 980 
50, 934 3, 340 
37, 142 | 19, 066 
= 34, 176 


57, 629 


STATEMENT OF NATIONAL ASSOCIATION OF REFRIGERATED WAREHOUSES, J. P. 
JOHNSON, PRESIDENT 


My name is Jerry P. Johnson, vice president and general manager of the 
Terminal Refrigerating & Warehousing Corp., Fourth and D Streets SW., Wash- 
ington, D. C. As president of the National Association of Refrigerated Ware- 
houses, with offices in the Tower Building, Washington, D. C., I am appearing 
in opposition to the continuance of the price and wage control provisions of the 
Defense Production Act, and urging the decontrol of the refrigerated ware- 
housing industry. The National Association of Refrigerated Warehouses repre- 
sents 443 public refrigerated warehouses with a total of approximately 320,000,000 
cubic feet of space, distributed throughout the entire United States, with an 
investment exceeding $1 billion. 

The National Association of Refrigerated Warehouses believes that the basic 
rule of industry should be “Do not harm the war effort,” but it likewise believes 
that the civilian economy is endangered more by the costly and complex price 
and wage controls now being administered. Price and wage control go hand 
in hand, but industry has been faced with an administration handling wage 
control with a loose hand and price control with a firm, unyielding grip. It is 
fundamental that without equality in both controls one or the other is doomed 
to failure, with consequent disaster for industry. 

We are unalterably opposed to the continuance of the price and wage control 
provisions, especially as they concern service organizations, in which category 
the public refrigerated warehouse industry is classed. Public refrigerated ware- 
houses form a vital link in the chain of distribution from farm to table. They 
are designed and operated to preserve under highly scientific and carefully con- 
trolled conditions perishable foods awaiting processing, marketing, or distri- 
bution. They play an important role in the welfare, health, and well-being of 
the people of this country, yet the cost of these services is so small as to be 
practically lost in the national economy. 

Rates for our services are dictated by competition, not by demand for our 
facilities. The industry comprises many comparatively small companies, subject 
to considerable competition and consequently not in position to arbitrarily 
increase their rates above and beyond reasonable increases to remain in business. 
This highly competitive condition naturally keeps rates “in line’ and maintains 
a fairly even relationship. In fact, the competition in the refrigerated storage 
industry between warehouse and warehouse, and one area of the country with 
another, is such that no ceiling on rates is necessary to hold the line on prices. 
Competition takes care of that. 

When members of our industry have requested an increase in rates under price 
control regulations, or in the days prior thereto made increases in rates, either 
handling or storage, it has been vital to their survival, and such increases would 
have had, or had, little effect on the cost of living and would have been, or were, 
actually lost in the national economy. For example, to store a dozen eggs for a 
period of 6 months costs about one-third of a cent; a 12-ounce package of frozen 
food for the same period less than a cent. The carrying of perishable food 
commodities in refrigerated storage adds nothing to their selling price, the fresh 
commodity and the same commodity from a refrigerated warehouse selling for 
practically the same, or with the latter selling at a lesser price. 
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A mathematical demonstration of the possible effect on food prices by an in- 
crease of 10 percent, shows that the effect per pound based on a 20 cent storage 
rate is only $0.0002, requiring 50 months to reach a 1 cent per pound increase in 
the commodity—over 4 years. 

10 percent of $0.20 is $0.02 per hundredweight increase per month. 

$0.02 divided by 100 is $0.0002 per pound increase per month. 

$0.01 divided by $0.0002 per pound increase per month makes 50 months re- 
quired to reach a 1 cent per pound increase. 

Handling would be affected likewise; and this 10 percent increase could mean 
make or break for the warehouse. Yet this infinitesmal increase is subject to 
price control, with the attendant red tape and delay of bureaucracy, with the 
cost of administering such control regulations far exceeding the advantages to 
the buying public of the country. 

There seems to be no logical reason for the continuance of control of the public 
refrigerated storage industry; its decontrol would have no impact whatsoever 
on price levels of commodities handled, most of which have either been decon- 
trolled, or request»for decontrol has been made. Certainly no inequity to any 
industry is involved; but if left to the decision of the Office of Price Stabiliza- 
tion, it is clear that few, if any, such industries will be decontrolled, if only 
for the purpose of maintaining the huge bureaucracy which developed in time of 
need, but which has now served its purpose. The assurance of the Economic 
Stabilization Director that he would put price controls “on an inactive or stand- 
by basis, if they are needed on some items,” is too nebulous and unrealistic to 
be depended upon. It requires the mandate and direction of Congress to be 
accomplished. 

The announcement that an amendment will be drafted providing for an 
“automatic suspension of price controls over products selling below ceilings or 
in improved supply” gives small consolation to an industry such as ours, en- 
gaged in selling not a product or commodity, but a service for which apparently 
no relief is contemplated. 


NATIONAL COMMITTEE ON Hovusina, INC., 
New York, N. Y., March 7, 1952 
Senator BurNeT R. MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D.C. 


Dear SENATOR MAyBANK: The board of directors of the National Commit- 
tee on Housing has given careful study to the problems involved in regulating 
housing credit so as to minimize inflationary pressures, without thereby cur- 
tailing the building of homes beyond what the defense emergency makes 
essential. 

After due consideration our board has adopted the recommendation which 
it is my privilege to present to your committee. 

Sincerely, 
DororHy ROSEN MAN, 
Chairman of the Board, National Committee on Housing. 


RECOMMENDATIONS ON HOUSING CREDIT REGULATION ADOPTED BY THE BOARD OF 
Drrectors, NATIONAL COMMITTEE ON Houstne, MArcH 6, 1952 


Important amendments to the Defense Production Act of 1950 materially 
altering the procedures by which the Federal Government may regulate the 
flow of housing credit were enacted by the Congress on September 1951. In 
substance these amendments took from the President and his delegated 
agencies—the Federal Reserve Board acting in conjunction with the Housing 
and Home Finance Agency—the power to regulate credit terms on homes 
below $12,000 in price (a large percentage of total housing production). They 
substituted for such regulation a rigid schedule of terms fixed by the Congress 
and embodied in the law. 

The board of directors of the National Committee on Housing has given 
careful consideration to these amendments and has reached the following 
conclusions: 

Authority to regulate housing credit is essential in the emergeney both to 
conserve strategic materials and manpower for defense needs and as a check 
on the inflationary forces inherent in the present situation. Likewise, in 
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view of the continuing need for housing, particularly among moderate and 
low-income families, there is every reason to facilitate the maximum produc- 
tion of new homes within the limits imposed by the defense emergency. 

Balancing two such compelling necessities is not a simple task. ‘These neces- 
sities themselves are not static, but fluid, particularly the war emergency. 
The credit market likewise is not static nor is the supply of materia's. Care 
ful, constant, and objective study are essential to keep abreast of the fluctu- 
ations. Equally essential is the authority to take corrective action just as 
soon as the need for such a move is indicated. 

By the Defense Production Act amendments of 1951, the financing terms on 
homes up to $12,000 in price have been frozen into law; they can be changed 
or modified only by another act of Congress. Experience has demonstrated that 
the legislative process does not normally lend itself to prompt action. Time is 
required for legislators to inform themselves on the questions at issue, to weigh 
the frequently confiicting pressures of special interest groups, to formulate pro- 
posed legislation and then accomplish its enactment into law. From 6 to 10 
months or perhaps longer may elapse before essential remedial steps can be 
taken. 

It is therefore the earnest recommendation of the Board of Directors of the 
National Committee on Housing that the flexibility of control, as provided for 
in the Defense Production Act of 1950, should be restored and that the hands 
of the Board of Governors of the Federal Reserve System should not be tied 
by any formula or restrictions such as those added to sections 605 and 606 by the 
amendments of September 1951. 

With respect to lonz-range policies on housing credit, as distinct from the 
emergency situation discussed above, the Board of Directors of the National 
Committee on Housing makes a further recommendation as follows: 

In recent years the program of the Federal Housing Administration, the 
lending activities of the Veterans’ Administration, and other aids provided by 
the Federal Government in the lield of housing finance have exerted a substantial 
and beneficial iniiuence. The expansion and contraction of credit in this field 
can and does have a profound impact not only on the credit structure but on the 
entire economy of the Nation. Therefore, such expansion and contraction 
must be guided by the soundest possible judgment as to the current economic 
needs of the country. In short, the proper functioning of a credit system 
requires that there be a means by which policies and programs can be adjusted 
with a view to the whole credit and economic situation. 

In the last several years there have been various inquiries into the functioning 
of the Federal Reserve System and its responsibilities with respect to the credit 
situation. It would seem desirable that in connection with any further studies 
consideration be given to the relationship of housing credit to the other credit 
mechanisls and the credit structure as a whole, 

It is recommended that this question be explored by Congress. 


NATIONAL CONSUMERS LEAGUE, 
Cleveland, Ohio, March 1, 1952. 
Hon, Burnet R. MAYBANK, 
Scnate Banking and Currency Committee, 
United States Senate, Washington, D. C. 

Dear SENATOR MAYRANK: I am writing in regard to S. 2645, which is now be- 
fore your committee. Since it will not be possible for me to appear in person in 
behalf of this bill, I would like to request that my letter be put in the record 
of the hearings. 

The National Consumers League, organized over 50 years ago, now has branches 
in six States and individual members all over the country. The program of 
work of the League has throughout these years been devoted to mobilizing in- 
terest and action by responsible consumers in behalf of the improvement of 
working conditions and the welfare of American workers. 

We believe that stabilized prices are basic to such improvement. Spiraling in- 
flation would undermine the standard of living of sa'‘aried and wage earning 
families. We have watched the administration of the stabilization program ; we 
believe that it has halted the wild upward surge of prices; and we are con- 
vinced it should be continued without hampering limitations. 

Based on a series of resolutions passed at our annual meetings we are on ree- 
ord for the principle of effective price control. While our organization has taken 
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no specific action on the Capehart amendment, it seems obvious that any 
formula which will permit prices to be raised unuecessarily interferes with effec- 
tive control. In this connection may we point out that one, of the strengths of 
the American economy is its ability to provide increased wages without in- 
creasing prices. If this were not true, we would have been unable to achieve 
our high standard of living. 

We are strong in our belief that the welfare of the American worker must be 
safeguarded by stabilized economy. We recall the difficulties faced by families 
with low and fixed incomes as prices skyrocketed with the premature removal of 
controls on seemingly unimportant items in late 1945 and early 1946. The fact 
that the post-Korean inflation spiral has been held in check indicates the wisdom 
of extending the Defense Production Act and not hampering its administration 
by new amendcents. 

Sincerely yours, 
EvIzaAvETH 8S. MAGER, General Secretary. 


STATEMENT OF NATIONAL ForEIGN TRADE CouNCIL, INc., Ropert F. Lores, 
CHAIRMAN 


Mr. Chairman and gentlemen of the Senate Committee on Banking and Cur- 
rency, the National Foreign Trade Council, Inc., desires to place itself on record 
as supporting the enactment of section 101 (b) of S. 2645, providing for the repeal 
of section 104 of the Defense Production Act of 1950, as amended. 

The National Foreign Trade Council comprises in its membership manu 
facturers, merchants, exporters and importers, rail, sea, and air transportation 
interests, bankers, insurance underwriters, and others interested in the promo- 
tion and expansion of the Nation’s foreign commerce. Since its inception in 1914 
the council has been a stanch supporter of the concept of a large and expanding 
volume of world commerce achieved through the reduction or removal of tariff 
and other trade barriers. In particular, the Council and annual National Foreign 
Trade Conventions sponsored by it have in recent years called repeatedly for 
action by the United States, through the trade agreements program and other- 
wise, to encourage a large expansion in imports of foreign products into this 
country. . For example, the final declaration of the National Foreign Trade Con 
vention held in New York City, October 29, 30, and 31, 1951, and attended by 
more than 2,000 delegates representing foreign trade interests from every section 
of the country, stated: 

“The convention calls for a greatly increased importation of goods and services 
into the United States, in the interest of the maintenance and enrichment of our 
domestic economy and in order to provide the dollar exchange needed abroad 
for the purchase of American products and for the servicing of American foreign 
investments, 

“The first essential to the maintenance and increase of a continuing flow of 
imports into the United States is the ability of foreign countries to create export- 
able surpluses. This will require increased productivity, both in order to supply 
the goods in adequate quantities and in order to achieve a lowering costs to make 
these products attractive to the American buyer. 

“The convention reiterates the viewpoint expressed at previous conventions 
that imports, both of raw materials and of finished products, for the use and 
enjoyment of the American consumer, can be greatly increased without detri- 
ment to the interests of efficient industrial or agricultural producers in this 
country, and with a resultant net increase in employment in the fields of both 
production and distribution.” 

Calling for the removal of barriers to international trade as a means of 
securing the desired expansion in world commerce and, in particular, to stimulate 
the flow of imports into this country, the final declaration of the 1951 convention 
stated in part: 

“The benefits of increased productivity throughout the free world will not be 
realized if artificial trade barriers prevent the goods and services produced from 
moving to the points where they are needed. The convention urges that our 
Government continue to exert every effort, through trade agreement negotiations 
and by other available means, to secure the reciprocal reduction of any tariff 
rates which may still be excessive, and the elimination of other barriers to « 
free flow of world commerce. The convention records its opposition to the impo- 
sition of any new tariffs, import taxes, or other devices designed to increase the 
impediments presently existing against the flow of imports into this country. 
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“The United States, as the champion of freer international trade, has taken 
the leadership in the struggle against economic nationalism. It should conduct 
its own international economic relations in a manner consistent with the prin- 
ciples for which it stands. * * * 

“The convention recommends specifically the repeal of section 104 of the 
Defense Production Act, as amended July 31, 1951, imposing arbitrary quanti- 
tative restrictions on the importation of a list of specially favored products 
including typically cheese.” 

In the opinion of the National Foreign Trade Council, section 104 of the 
Defense Production Act, as amended, is highly objectionable on grounds of prin- 
ciple, and may, if continued in effect, result in the application of retaliatory dis- 
criminations and other harmful measures. In addition, the council believes that 
effective and more satisfactory means than those provided by section 104 now 
exist to protect American interests against destructive competition from abroad. 

Not only is section 104 contrary to the above-quoted principles which the 
Council and National Foreign Trade Conventions have regarded as indispensable 
to the expansion of international trade and to the advancement of the economic 
well-being of the peoples of the world, but it runs directly counter to aims of the 
international trade and foreign aid programs of this country. The United 
States, through its trade agreements program and through its foreign economic 
and military aid programs, has sought to bring about a progressive elimination 
or minimization of all discriminations and other barriers to international trade. 
The realization of these objectives will be seriously retarded if the United States 
persists in the application of import restrictions. 

For the reasons stated above, the National Foreign Trade Council respect- 
fully urges the enactment of section 101 (b) of S. 2645, thereby eliminating 
section 104 of the Defense Production Act. 


STATEMENT OF THE NATIONAL EpUCATION ASSOCIATION OF THE UNITED STATES. 
J. L. McCaskiLzt, DiReEctToR OF THE DIVISION OF LEGISLATION AND FEDERAI 
RELATIONS 


The National Education Association of the United States respectfully sub- 
mits the following statement pertaining to the extension of the Defense Produc- 
tion Act of 1950 as amended, as set out in S. 2645, or other similar legislation, 
without crippling amendments, in the hope that the opinions of the association 
may aid the committee in its consideration of the measure. 

The National Education Association of the United States is a voluntary organ 
ization of approximately 460,000 members, created to advance the “interests of 
the teaching profession and to promote the cause of education throughout the 
Nation.’ Education today is laboring under a critical financial burden. The 
school-age population of the United States is expected to increase by 7 million 
during the decade of 1950. More teachers are needed to teach the growing 
number of school children. More school buildings are needed to house them 
More supplies are needed for classroom use. This situation alone would have 
posed serious problems for educators but inflated prices, higher wages, strong 
demands for additional manpower for defense needs and a shortage of building 
materials have compounded the problem. The proposed increase of $20 billion 
in Federal defense expenditures over the next 12 months will undoubtedly exert 
even stronger inflationary pressures on the economy than have heretofore been 
evident. Therefore, the task of controlling inflation will not only be more com- 
pelling but more difficult. Because inflation has such a particularly detrimental 
effect upon the Nation’s schools, the National Education Association urges 
affirmative action by your committee and the Congress in extending the Defense 
rroduction Act of 1950 as amended without crippling amendments. 

There are four major factors of particular concern to the National Education 
Association which have determined its position with respect to legislation 
designed to control inflation : 


1. THE RELATIVELY LOW LEVEL OF INSTRUCTIONAL STAFF SALARIES 


Increased prices and industrial wage boosts have had a particularly adverse 
effect on the instructional staff of the Nation’s schools. Their incomes have not 
only failed to keep pace with those in other fields of employment, but the dollars 
they earn buy only half as much as they would have in 1939. In 1951-52, the 
salaries of instructional staff (classroom teachers, principals, and supervisors) 
averaged $3,290, a rise of $193 over 1950-51 and a figure 3 percent below the 
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average for all employed persons including unskilled workers. If the anticipated 
inflationary pressures are not adequately and equitably controlled by the Federal 
Government, high costs will consume an even greater portion of the teachers’ 
already inadequate earnings. Should this be the case, the teaching profession 
would be unable to attract and retain teachers at the very time when many 
new teachers are desperately needed to teach our young people. 


2. THE HIGH COST OF ALL SCHOOL SUPPLIES 


By the end of 1951, there was scarcely an item in the school budget that had 
not increased since the outbreak of the Korean conflict. Books and supplies 
of all kinds, teachers’ salaries, janitorial and maintenance costs, building and 
facility maintenance and operation—all have increased with the subsequent 
staggering financial burden on school authorities and the citizens.. Unless steps 
are taken by the Congress to continue to strengthen the Government’s check on 
prices, the inflationary spiral which would ensue over the next few years would 
have disastrous repercussions for America’s already overburdened school system. 


3. INCREASE IN CONSTRUCTION COSTS 


Inflation has already had a serious impact on school construction costs. <Ac- 
cording to the United States Office of Education, over-all cost of school construc- 
tion more than doubled between 1939 and September 1951. In just 1 year— 
from 1950 to September 1951—construction costs rose by nearly 8 percent. The 
United St .tes Office of Education has found that the average classroom with 
related facilities cost about $13,000 in 1935-89. In 1950, the cost had climbed 
to $28,000, and to $30,000 a year later. A recent survey of school construction 
needs made by the United States Office of Education indicated that during the 
next 7 years a total of 60,000 new classrooms are needed to house the increased 
school population, to build normal replacements, and to reduce the backlog of 
neecs. In 1951 dollars, this construction would cost approximately $18 billion. 
In 1939, the equivalent building costs would have been $7.8 billion. Communities 
able to secure the critical materials to build urgently needed schools are having 
an increasingly difficult time meeting the rising costs of building. Should infla- 
tion be allowed to run rampant, it would be many years before America’s children 
would have the school housing the require. 


4. NEED TO CONTINUE MATERIALS ALLOCATION PROGRAM 


Title I, section 101, of the Defense Production Act of 1950, as amended, con- 
tains authorization for the allocation of scarce materials which is of particular 
interest to school authorities. Schools have been especially hard hit by the 
current shortage of steel. The wartime and postwar baby crops are just now 
beginning to come of school age. This influx, coupled with a 20-year construc- 
tion lag, has resulted in serious overcrowding in the schools and, in many 
instances, use of temporary, makeshift or unfit facilities. In order to continue 
and to increase the present rate of school construction to accommodate these 
children, an adequate supply of steel is essential. Because of the traditional and 
established methods of purchasing and contracting employed by school officials, 
schools cannot compete with individual buyers for a short supply of construction 
materials. Failure to extend the Defense Production Act could bring school 
construction to a virtual standstill, whereas an extension of the legislation would 
enable the school authorities to work through regularly established Federal 
agencies to secure the materials necessary. 

The National Education Associstion firmly believes that one of the basic safe- 
guards to democracy is an adequately educated citizenry. Inflation can cripple 
the Nation’s schools and can deny to the children of today and tomorrow the 
kind of education to which every American child is entitled. The Nationa! 
Education Association considers it imperative that every possible action be 
taken by the Congress of the United States to prevent further inflation and 
thereby to keep America and America’s schools strong. 


STATEMENT OF NATIONAL KNITTED OUTERWEAR ASSOCIATION, SIDNEY S. KorzZeNIK, 
EXxecuTiIvE DrrecTtor AND COUNSEL 


It is our conviction that ceiling price regulations now in effect for our industry 
serve no yal: able purpese and should be suspended. 

This association represents approximately 700 member firms in the knitted 
outerwear industry. Our industry is predominantly small-man in character, 
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the average number of employees being less than 100 per employer. The indus- 
try’s products embrace a variety of knitted apparel, including sweaters, swim 
suits, infants’ and children’s knitwear, mufflers, knitted caps, ete. 

The industry's chief fiber is wool, and its consumption of cotton is almost as 
great. There is no lack of productive capacity available in the industry. The 
prices of our industry's products chiefly reflect the movements in the wool and 
cotton markets. Had the upward reaction of these markets been checked more 
promptly following the outbreak of the trouble in Korea, price control of our 
industry's finished products need never even have been considered. Even as 
matters developed, it is now clear that price controls for the products of our 
industry were never necessary. Virtually the only factor aifecting our indus- 
try’s prices were the fiber markets. 

With the subsidence of levels in the wool market and, to come extent though 
less markedly, in the cotton market, price ceilings for finished knitwear and 
swimwear are almost uniformly far in excess of current selling prices, 

Accordingly, the present ceiling regulations have no real bearing, no impact 
whatever, on the current level of pricing. Despite a brisk demand for our in- 
dustry’s products, our price levels have fallen in correspondence with our pri- 
mary fiber markets. The only effect of the ceiling regulations now in existence 
is to impose on manufacturers record-keeping requirements that are burden- 
some and purposeless. 

The available data on profit trends confirm all this. Knitted outerwear and 
swimwear is a part of the apparel manufacturing group and characteristically 
follows the same tendencies. According to the Federal Trade Commission’s quar- 
terly financial report on United States manufacturing corporations, the profits 
on apparel manufacture dropped sharply in the third quarter of 1951 (the most 
recently reported quarter). Profits based on sales amounted to 3 percent before 
taxes and 1.3 percent after taxes. This yield was lower than that of any other 
manufacturing group in the entire country. This modest return was not the 
result of price controls, hut occurred during a period when price levels receded 
largely below established ceiling levels by reason of declines in the primary 
markets. 

Aside from the plain economics of the situation, there are other reasons sup- 
porting this conclusion. 

We are not in principle opposed to price control. Under certain emergency 
circumstances, it may conceivably be necessary. When, at such times, it is in- 
voked, industry cooperation and resp oct are essential to its success. The ° ff 
tiveness of price control depends not so much upon the policing and enforcing 
powers as upon the tone of morale and the general attitude of compliance pre- 
vailing among businessmen. 

The present situation is undesirable and even dangerous because it breeds 
disrespect for the regulations which are technically in existence but which ar 
dead letters in their effect on actual pricing, and are otherwise useless and 
irritating. The continuance in existence of regulations whose requirements 
have little or no relationship to presently existing facts, as is particularly the 
ease in the apparel industries, will ably serve to impair the attitude of business 
on compliance, the chief prop of effective price control when and if it is needed 
in the future. 

We respectfully urge, therefore, that steps be taken, without further delay, 
to suspend the operation of price controls in the apparel industry. 


STATEMENT OF H. R. NorTHRUP, EXECUTIVE VICE PRESIDENT OF NATIONAL RETAIL 
LUMBER DEALERS ASSOCIATION 


My name is H. R. Northrup, executive vice president of the National Retail 
Lumber Dealers Association. 

Twenty-six thousand lumber and building-material dealers in the 48 States 
service the construction industry of America. 

Your committee is again confronted with the issue of extending the Defense 
Production Act beyond the period June 30, 1952, and if extended, of determining 
the extent of the authority to be contained in the law. 

In 1°51 when your committee was considering the extension of this act, the 
National Retail Lumber Dealers Association was recorded as opposing the con 
tinuation of direct economic controls and urged that Congress consider relying 
upon the indirect measures of monetary and fiscal policy, general credit control, 
equitable taxation, and the encouragement of savings. 
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We wish to reaffirm that position and respectfully urge the Congress to permit 
wage, price, and rent controls, as well as the allocation controls regulating the 
use of materials for civilian production, to terminate on June 30, 1952. 

Provision should be made for the cdntinued allocation of materials to defense 
orders only, and the Federal Reserve System should continue to have the neces- 
sary powers to carry out a sound credit-control program. We further recommend 
that encouragement continue to be given to the program of industrial expansion. 

We believe that ample evidence has been presented the committee that while 
the amount of the national production of goods and commodities used for de- 
fense will increase in 1952, total production of goods and commodities has risen to 
the point where the amount of the national output left for consumers and 
Government nondefense needs will be sufficient to meet requirements when the 
indirect controls recommended above are made effective. 

Predicted shortages have not developed, possibly due to an effective program 
of expanded industrial production. In the lumber and building-materials field 
the problem would appear to be how to dispose of goods and services available to 
and from the industry in 1952, and not how to curtail their use. Any shortages 
which exist are largely artifically created shortages and emergencies brought 
about by the control programs. Generally speaking, in the lumber and building- 
materials field, prices are stable and few prices have reached the permissible ceil- 
ings. The Inflationary pressures are just not there. 

Small business particularly, whether or not seriously affected by present con- 
trols in respect to their business volume, is seriously affected by the required 
record keeping necessary in order to comply with a program of controls which 
apparently have no effective use or purpose. 

We are not unmindful of the fact that Members of Congress generally wish to 
assure the American people and the American businessman of some protection 
in the event of some serious change in the international situation, and that many 
Members of Congress have expressed the opinion that while this law should not be 
tightened, it should be kept on the books for at least another year. If that 
philosophy prevails in your committee we recGmmend: 

1. That the administration’s request for a more stringent law be denied. 

2. That the administration’s request for the repeal of the Herlong amend- 
ment, which assures the retail and wholesale industries of America their pro- 
tection from arbitrary administrative rulings of OPS, be denied, and that the 
benefits of this amendment be extended to include those distributors presently 
excluded from the benefits of the act. 

3. That the committee deny consideration to the Ives-Lehman amendment, 
which would permit NPA to make in fact a “WPA” out of their materials alloca- 
tion authorizations. There is no place or necessity in this law for authoriza- 
tions to make work because of temporary labor dislocations, 

4. If the law is extended, the provision of the Defense Housing Act of 1951 
which restricts maximum down-payment requirements on homes costing $12,000 
or less should be permitted to remain in effect, but should be changed to incude 
homes costing $16,000 or less. Veterans and defense workers requiring housing 
in high-cost areas cannot be adequately provided for within the $12,000 limit. 

We respectfully reiterate our recommendations that Congress— 

1. Deny continued authority for wage, price, and rent controls and allocations 
of materials for civilian production. 

2. Continue authorization of proper credit controls. 

3. Encourage continued expansion of production facilities. 

4. Give more than lip service to proposed reductions in Government spending. 

5. Recognize the fact that continued control authority by Washington bureaus 
gradually and increasingly disrupts production and distribution, and takes in- 
dustry further and further from the free market which is necessary to maintain 
the type of civilian economy required to keep our country strong. 


STATEMENT OF THE NATIONAL Woo. GROWERS ASSOCIATION, W. HI. STEIWER, 
PRESIDENT 
GENERAL 
The National Wool Growers Association is a service organization for the 
growers of sheep, lambs, and wool in the United States. The present member- 


ship consists of State sheep growers’ associations in 12 western-range States, in- 
cluding Texas. These 12 States have 64 percent of the sheep population of the 
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United States. In addition, our organization also has individual members in 
eastern and midwestern sheep-growing States. 

We are the only national organization which attempts to speak for the whole 
domestic wool- and lamb-producing industry and we believe that we do express 
the views of more than a large majority of the 350,000 growers of wool and 
lambs in the United States. 


THE SHEEP INDUSTRY FROM 1942 TO DATE 


Present stock sheep numbers in the United States are approximately 56 per- 
cent of what they were January 1, 1942, or approximately 22,000,000 head short 
of our 1942 sheep population peak. The Bureau of Agricultural Economics, as a 
result of the 1950 census, found that the reduction in stock sheep by 1950 was 
even greater than their estimated figures last year. Instead of a 44-percent re- 
duction from January 1, 1942 to January 1, 1950, a reduction of 47.5 percent has 
now been indicated for that period by the Bureau of Agricultural Economics. 

On Friday, May 25, 1951, we appeared before the Senate Committee on Bank- 
ing and Currency which at that time was considering the extension of the Defense 
Production Act, with amendments, and us recorded in the hearing on page 1761. 
On Saturday, May 26, 1951, the same statement was presented to the House of 
Representatives’ Committee on Banking and Currency, as recorded on page 1135. 
At that time we outlined in some detail what had happened to the sheep indus- 
try under the Office of Price Administration, showing that a freeze order was 
placed on wool December 8, 1941, and prices remained firmly pegged at that 
level until September 1, 1946. We showed further that on August 1, 1942, prices 
of lamb carcasses and wholesale and retail cuts of lamb were frozen. On June 
21, 1943, meat prices were rolled back and payment of subsidies to packers com- 
menced. It was not until August 5, 1945, that the Commodity Credit Corporation 
was authorized to pay subsidies to those selling sheep and lambs to legitimate 
Sslaughterers. In our opinion the producer received little benefit under this 
order. Thus the sheep producer’s income was stationary during a 5-year period 
on wool and a 3-year period on lamb, whereas costs of production continued to 
rise and resulted in a 47.5 percent decrease in stock sheep in the United States. 
This story is told in detail in the hearings to which we have referred above. We 
predicted what would happen at the time of OPA; again with the institution of 
price ceilings and regulations under OPS; and we now have evidence that the 
same thing is happening again. 

After the revisions reported in stock sheep numbers for the year 1950, by the 
Bureau of Agricultural Economics, the increase in stock sheep numbers Janu- 
ary 1, 1951, over January 1, 1950, is still indicated as 4 percent. From January 
1, 1951, to January 1, 1952, a vear when the demand for wool and meat was at its 
height, the increase in stock sheep numbers was only 2 per cent. Higher wool 
and lamp prices producing an income which would meet high production costs 
and still return a profit, made sheep raising attractive during 1950, This en- 
couraged more farmers and ranchers to raise sheep and to save more ewe lambs 
and breeding ewes to increase production. That resulted in a 4 percent increase 
in stock sheep numbers during 1950. However, after the wool market rose to 
unprecedented heights during 1950 and early 1951, there followed a continuous 
decline, now in its twelfth successive month, and brought about by actions on the 
part of the executive department and threats of action, primarily by the OPS. 
This Once again made the sheep industry less attractive and is slowing up the 
rate of increased production. 

It is unrealistic to have an essential and strategic commodity such as wool 
burdened with price ceilings, Government regulations and price supports when 
domestic production constitutes only about 25 percent of domestic consumption. 
On the one hand the Government is supporting the price of wool to encourage 
production, and the OPS, on the other hand, is placing price ceilings and regula- 
tions which, in effect, discourage domestic production. A fairly good yardstick 
which shows what is happening to the domestic sheep industry is the report 
issued by the Bureau of Agricultural Economics on the slaughter of sheep under 
Federal inspection. In the years prior to OPA, only from 6 to 8 percent of the 
total sheep and lambs slaughtered in the United States consisted of older ani- 
mals, which were a part of the breeding flocks. During the years of declining 
numbers the ewe slaughter went as high as 21 percent of the total slaughter. 
In 1950 the ewe slaughter had declined to under 10 percent of the total as more 
breeding animals were held back for increased production. However, 1951 
shows the slaughter of mature breeding animals on the increase, reaching 11.6 
percent of the total slaughter for the year. 
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Ceiling prices are only one phase of the OPS program which discourages the 
sheep industry. This bureau, in its lust for power, milks dry every possible 
authority granted to it by writing complicated rules and regulations which fur- 
ther stymie production. For instance, OPS restrictions on cutting carcasses, 
both for the packers and for the retailers, prevent efficient distribution and mar- 
keting. Not only does the OVS lay down the ceiling prices at which packers and 
retailers can sell lamb but it also lays down rules instructing packers and re- 
tailers on how they have to cut their lambs, what cuts they can sell to each type 
of purchaser, the percentage they can cut, and the percentage they have to sell 
in careass form. The result is uneconomical distribution. Small cuts of lamb, 
like chops and stew meat, are popular in one area while roasts and legs sell 
well in another aren. In a free market packers could cut up lamb and distribute 
it where it would sell to best advantage. Under present regulations they are 
hamstrung in the matter of merchandising. What effect does this have on the 
sheep producers? Just this: if lamb meat cannot be distributed properly, not 
only is the wholesale price of that product affected, but the live lamb producer 
is immediately affected by lower prices and less bids for his product. It is also 
within the provinee and authority of the OPS to push prices downward below 
ceiling levels through unrealistic regulations which have nothing to do with 
ceiling pric?s? 

It is true that the OPS temporarily suspended section 12 of CPR 92 from 
February 5 to March 22, 1952. Temporary suspension of this provision lifts 
the restrictions on the percentage of primal cuts of lamb which packers can sell 
in relation to total carcass sales, This order was temporarily lifted to take care 
of a heavier-than-usnal volume of marketinz of fed lambs. However, it will 
again go into effect March 22 and every time we have a problem of too many 
lambs hitting the market at a particular period of the year, must we again go 
to Washington and plead with OPS for*suspension of this order? 

Even with the temporary lifting of this order, packers are still stymied in 
their distribution efforts because they are not permitted to sell fabricated lamb, 
yearling and mutton cuts to retailers. In other words, fabricated cuts such as 
oven-prepared legs; boned, rolled and tied legs; boned, rolled and tied shoulders, 
etc., must be sold almost entirely to the restaurant trade under present OPS 
regulations. Therefore, as we have stated, it is not only the price ceilings that 
are a discourrzgement to various segments of the industry but also the additional 
rules and regulations which are thought up by OPS to stifle business activity. 

It is interesting to note that for the last 11 months the prices received by 
farmers for both lambs and wool have been declining. In the case of sheep, 
prices received by farmers have declined every month of the last 11 with the 
exception of one. Prices received by farmers for lambs have declined from $35 
per hundredweight on March 15, 1951, to $26.80 on February 15, 1952; wool in 
the same period from $1.19 to $0.552 per pound; sheep in the same period from 
$19 to $13.30 per hundredweight. For the past 4 months prices received by 
farmers for both sheep and lambs have been below the legal minimum which 
dressed ceilings are supposed to reflect. Prices received by farmers for wool 
have been below the legal minimum ceiling for the past 8 months. 

What, then, is the justification for spending taxpayers’ money to enforce ceil- 
ing prices—to police an inflation spiral which just does not exist? And by the 
same token, what is the justification for hampering packers and retailers with 
merchandising restrictions which prevent proper distribution of our products 
and which consequently restrict the returns possible for the producer? Is it 
within the province of the OPS to reduce returns to livestock producers even 
when their products are selling below ceiling? 

OS actions with regard to wool have also been not only needless but have 
discouraged production. In spite of the fact that wool prices have been dropping 
continually and drastically since March 1951, the OPS on January 9, 1952, 
announced it was reducing by slightly over 20 percent the average price levels 
established by Ceiling Price Regulation 35. This announcement was made at a 
time when wool was selling approximately 45 to 55 percent below the ceilings 
established in May 1951, and 35 to 40 percent below the ceilings to go into effeet 
April 8, 1952. What savings did this roll-back mean to the consumer in lower 
clothing prices? Absolutely none. Finished wool goods are already below 
existing ceilings. What effect did this move have on curbing inflation? Abso- 
lutely none, because it had no effect on price. The only possible efiect this order 
could have would be to reduce the confidence of the sheep producer in the 
profitability of raising wool under stricter Government regulations and conse- 
quently discourage production of this needed commodity. 
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Congress last year was successful in its efforts to prevent further roll-backs in 
beef prices. However, because of the fact that the price of wool has been in a 
continuous decline since March 1, 1951, and because of the provision that no price 
ceiling shall be established or maintained below 90 percent of the price received 
by producers (by grades) on May 19, 1951, the OPS was permitted and did roll 
back wool ceilings an additional 20 percent beyond the first roll-back of 14 percent. 
This illustrates that because of the great complexity of agriculture and its prod- 
ucts that an action which may prevent a roll-back in one commodity permits a 
roll-back of 20 percent in the case of another commodity. Therefore, while the 
consumer receives no benefit from this roll-back, as we have pointed out, the 
OPS demonstrated that it was going to injure an industry to the limit of the law, 
regardless of the benefits, proving that OPS action is so confusing as to further 
discourage production. 

Last year the OPS stated that unless they were permitted to impose slaughter 
quota limitations on livestock, that the whole price-control program would be in 
jeopardy. Quotas were removed on July 31, 1951, and in the case of sheep and 
lambs, as we have already pointed out, prices have declined for the lust 11 
months. Why must our industry be called upon to justify its position, especially 
when our past testimony has shown that our position is sound? Has the time 
not come that the OPS should be called upon to justify its existence? We do 
not believe that as yet they have done so. 


CONCLUSION 


We, therefore, submit that titles IV and V of the Defense Production Act 
must be eliminated if confidence is to be restored in the sheep industry and needed 
production increases are to be made. A year ago we took the position that 
although wé were opposed to title LV, that because of the specific bills, S. 1397 and 
H. R. 3871, before committees, we should attempt to aid in perfecting, so far as 
possible, the amendments to the Defense Production Act of 1951. We also made 
every effort, as is evidenced by our testimony of a year ago, to assist the OPS 
in formulating the rules and regulations applicable to our industry. However, we 
have definite proof that we were not wanted nor were we ever permitted to work 
with this group. The OPS made ceiling reductions on wool against the advice of 
at least three different segments of the industry and we were never consulted on 
any regulation or price ceiling established on lamb. 

The latest statistics available show that the cost of the Office of Price Stabiliza- 
tion is running at the rate of $65,316,000 a year and at the last count available 
to us, January 1, there were 11,404 people on the OVS payroll, drawing salaries 
at the rate of $55,822,800 a year. This is an expenditure of time and money 
which produces absolutely nothing, increases the burden of additional time and 
expense toward all businesses, and stymies production. 

In our opinion it has been conclusively proven that direct price contro's will not 
work, are of no benefit to consumers, are a handicap to production, and are a waste 
of the taxpayers’ money. If is, therefore, our firm conviction that titles IV and V 
should be stricken from the Defense Production Act. We also firmly believe that 
inflation should be controlled by giving every encouragement to increased produc- 
tion of needed agricultural products, by a reduction of Federal expenditures, by 
wise management of the public debt, and by stricter credit controls. 


CHAMBER OF COMMERCE OF GREATER PHILADELPHIA, 
Philadelphia, Pa., March 19, 1952. 
Hon. Burner R. MAYBANK, 
Chairman, Committee on Banking and Currency, 
United States Senate, Senate Office Building, 
Washington, D. C. 

DEAR SENATOR MAYBANK: I attach a copy of our letter dated November 19, 1951, 
to Senator James H. Duff registering our protest against section 104, Defense 
Production Act of 1950 as amended, and urging passage of S. 2104. 

We desire at this time to reaffirm our previous position for the reasons given 
and for the reasons stated in Senate Report No. 790 by your committee which 
we agree, as was stated in Senate Report No. 1225, still remain valid. 

This organization wishes to be placed on record, therefore, as opposing Senator 
Ives’ amendment to S. 2645, which would restore section 104 of the Defense 
Production Act until June 30, 1954. 

Very truly yours, 
J. Harry LABruM, President. 
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CHAMBER OF COMMERCE OF GREATER PHILADELPHIA, 
Philadelphia, Pa., November 19, 1951. 
Hon. JAMEs H. Durr, 
United States Senate, Washington, D. C. 


Dear SENATOR Durr: On behalf of the Chamber of Commerce of Greater Phila- 
delphia, I wish to register our strong protest against section 104, title F, Defense 
Production Act of 1950, as amended, which places cheese and other products 
under import control. You will recall such controls were provided for under 
Public Law No. 96 (S. 1717). 

Total United States imports of dairy products represent a small percentage of 
our own production and we do not believe there are, at this time, any really valid 
arguments for exercising quota restrictions on them. On the other hand, the 
sale of dairy products in the United States represents substantial dollar earnings 
for a number of countries—countries which were encouraged by us to market such 
products here as a means of assisting in balance of payments difficulties. 

Furthermore, the imposition of these import quotas is certainly inconsistent 
with our acknowledged leadership in efforts to eliminate such barriers to trade as 
quotas, exchange controls and the like and might well undermine much of the 
work done in this field. 

Therefore, when the second session of Congress convenes we hope that S. 2104, 
or the similar House bill repealing this amendment, will be speedily passed and 
urge your support of either bill. 

Yours very truly, 
ALBERT M. GREENFIELD, President. 


STATEMENT OF OMAHA WHOLESALE FrRuIr DEALERS ASSOCIATION, OMAHO, NEBR., 
H. D. MoreHeEw, SECRETARY 


Members of Senate Committee on Banking and Currency, the following is a 
statement issued by Mr. H. D. Morphew, Secretary of the Omaha Wholesale Fruit 
Dealers association, in answer to announced hearings beginning March 4, 1952, 
on extension of title IV (price and wage stabilization) of Defense Production 
Act which expires June 30, 1952. 

This statement represents an individual and collective sense of all 25 mem- 
bers of this association which comprises the leading wholesale dealers and dis- 
tributors in Omaha, the largest fresh fruit and vegetable distributing center 
in a four State area composed of South Dakota, Nebraska, Kansas, and Iowa. 

This vitally important segment of the food industry faces a severe test in 
molding its operation to conform with the Nation’s all-out effort to prepare for 
defense. It is agreed that, while food is less dramatic than tanks, guns, super- 
dreadnaughts and planes, it certainly is not less essential in the national economy, 
and is justified in receiving the full undivided attention, the best knowledge 
and the best men obtainable. The food industry is only the intermediate agent 
providing the mechanism for feeding the public. 

Any control of production or price necessarily is a problem not only of industry 
but also all the people. Any loss sustained by the industry due to unsound 
policies, bickering, dillydallying, unworkable controls, becomes an irrevocable 
loss to the public. To assure an adequate and essential supply of food requires 
a united industry and a most efficient Government, both working in harmony. 

Price fixing or control, as applied to fresh fruit and vegetables, has failed and 
will continue to fail because of the very nature of the business. It destroys 
integrity, morals and morale. It is again destroying many sound conscientious 
business men and sound business practices in food distribution. The chiseler, 
the cheat, the sharp practice artist all thrived under fixed price control in former 
years and he is now thriving under OPS control. The economic law of supply 
and demand should be permitted to prevail. Fresh fruits and vegetables are 
perishable and, excepting a few commodities, must be moved with expedition in 
the market and if not sold promptly they may become unsalable. Since busi- 
ness cannot thrive on losses (and many serious losses are being taken this year 
by operators) prompt sales must be made at a price the commodity will bring. 
There, again the law of supply and demand becomes operative. There are some 
200 competing fresh fruits and vegetables after the dollar Mrs. Consumer has to 
spend. She has the final decision as to which commodity to buy. If the purchaser 
deems the price too high, then the commodity remains unsold. It does not and 
cannot be kept indefinitely like gold. It must be sold for what it will bring. In 
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the final analysis, the price is fixed by the purchaser who is the ultimate con- 
sumer. 

Arbitrary setting of artificially controlled price ceilings does not reduce the 
cost of living but increases it. If a commodity cannot be produced profitably, if, 
it cannot be handled and sold profitably, it becomes a scarce item and any losses 
sustained will, through necessity, be added to one or more of the 200 varieties 
of fruits and vegetables handled. Sound business practice dictates such a pro- 
cedure. Or, if as an alternative, the consumer is forced to pay more than the 
fixed price through the operation of the black market, or some other means, he 
s denied food he otherwise would obtain. We cannot attempt to cover the 
miscellany of operations used in the black market and other forms of evasion. 
The consumer pays for all and the honorable and legitimate tax-paying dis- 
tributor is thus penalized. 

Further, let us look at two hypothetical cases before the consumers. In one 
case, Where the consumer pays a price that compensates the producer, what is 
the result? He is encouraged to continue production and even to plant a heavier 
acreage, all of which reacts to the benefit of the consumer, inasmuch as it more 
nearly insures a sufficient supply for his table. In the second case it would be 
a reversal of the first. The producers do not receive adequate compensation. All 
the patriotism in the world will not stimulate production at a loss, and the con- 
sumer would be staring into famine’s face as a result of production curtailment. 

Prices based on parity is a fallacious device and is used by some as an instru- 
ment to falsely set a price formula. Fresh fruits and vegetables, in which costs 
are highly variable, due to the wide area in which they are grown, weather and 
climatic conditions, high and advancing hand-labor costs, varied amounts of 
irrigation, varied amounts of material for pest control, varied amounts of fer- 
tilizer, and many other factors which vary from season to season. All these 
costs are unknown until the season is over. The yield which is saved and sold 
determines the cost of production. To fix a price now for crops not yet planted, 
or in bloom, or harvested, together with the uncertainty of production or un- 
known costs and to make the finding final, legal, and enforceable by law is like 
a blind man trying to draw the bow to hit the apple. 

Governmental seizure of authority over production and prices should only be 
exercised during a period of grave national emergency and, inasmuch as such a 
condition does not now exist, control over these business functions should be 
discontinued forthwith. 

In closing, we believe the above proves beyond the realm of conjecture that 
fresh fruits and vegetables should be permitted to return to the free economy of 
supply and demand; that any tampering of these commodities by a planned 
economy is un-American and we plead for your favorable consideration in our 
behalf. 


PirrspurGH, Pa., March 9, 
Senator MAYBANK, 
Chairman, Banking and Currency Comittee, 
United States Senate Office Building, Washington, D. C.: 


On behalf of the traveling salesmen of my organization I urge you and your 
committee to reimpose Federal rent control on transient hotel accommodations. 


MILTON J. OPPENHEIMER, 
President Infants’ and Children’s Wear Salesman’s Guild. 


SPARTAN GRAIN & MILL Co., 

Spartanburg, S. C., February 25, 1952. 

Hon. BURNET R. MAYBANK, 

Care of Senate Office Building, 
Washington, D. C. 
Dear Str: May we ask your earnest consideration of the proposal made by 
the American. Feed Manufacturers Association, the Soybean Crushers Associ- 
ation, and various farm groups for decontrol of soybeans and kindred products. 
This proposal is not a measure intended to benefit the soybean crushers and 
feed manufacturers, but every poultryman, dairyman, cattleman and other 
feeders of livestock are vitally interested in quick action to relieve this abnor- 
mal situation. 
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As set forth in various arguments in support of this proposal soybean meal 
has been one of the principal ingredients in poultry and dairy feeds for many 
years, and since the development of antibiotics soybean meal has been proven 
fo be the most economical and efficient ingredient into which these growth and 
disease resistant factors may be utilized. 

Because of the present price of beans and the low price of oil practically all 
soybean crushers have been unable to produce soybean meal at the ceiling 
price of $74 except at a terrific loss, which has resulted in the recent order per- 
mitting the crushers to offer mineralized soybean meal, or other supplemented 
forms of soybean meal anywhere from $12 to $20 per ton over the ceiling price 
of soybean meal, or permit the feed manufacturer to buy the beans and have 
them crushed which makes the meal cost $12 to $20 per ton more than the 
ceiling price. 

These permits have simply added to the cost of soybean meal without increas- 
ing the nutritional value in the slightest, in fact in most instances the nutri- 
tional value has been lowered. 

Since soybean oil meal is only obtained through these subterfuge methods 
present ceilings are of no avail and make no contribution to control of in- 
flation. 

We are now supplying feed for approximately 2 million heads of poultry 
and thousands of dairy cattle throughout the South, and are absolutely de- 
pendent on a supply of soybean meal for these feeds. There is no other sub- 
stitute, and if we do not get a supply quick the whole poultry and dairy econ- 
omy will be seriously and disastrously affected. 

The situation is desperate and demands immediate attention, and we hope 
you will lend your influence and support to a quick solution of this most per- 
plexing problem. 

Sincerely, 
SPARTAN GRAIN & MILL Co. 
By C. B. FRETWELL. 


State Streer Trust Co., 
Boston, Mass., March 20, 1952. 
Hon. BuRNET R. MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
United States Senate, Washington, D.C. 


Dear SENATOR MAYBANK: With reference to the hearings about to be held 
by your committee on the extension beyond June 30, 1952, of the provisions of 
the Defense Production: Act, the Boston Chamber of Commerce, through its 
foreign trade committee, strongly urges that section 104 of the said act be 
omitted from any extension thereof, or otherwise canceled, to the end that the 
restrictions be abolished on the imports of certain fats and oils, including all 
commercial imports for domestic consumption of peanuts, peanut oil, butter, 
butter oil, nonfat dried milk solids, flaxseed, flaxseed screening, linseed oil and 
rice, as well as the restriction quotas on imports of certain types of cheese and 
of casein. 

In our opinion the desirability of the withdrawal of these restrictions trans- 
cends any question of the protection which they confer on American producers, 
and that it rests on the much broader basis of our avowed national policy to 
promote in the largest degree possible the exchange of products between the free 
nations of the world, thereby assisting the establishment of sound economies in 
those nations, For that purpose, we have expended many billions of Marshall 
plan funds. 

In our opinion these restrictions already have offended friendly nations, notably 
Denmark and others with which we have reciprocal trade relations, and have 
raised questions as to the good faith of our country. 

We ask that this communication be presented to your committee. 

Sincerely yours, 
Wma. Hoiway Hr1, 
Chairman, Foreign Trade Committee, 
Boston Chamber of Commerce. 
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STATEMENT OF THE SWITZERLAND CHEESE ASSOCIATION, INC. 


The Switzerland Cheese Association, Inc., is a New York corporation organized 
in 1929 to assist in the marketing of cheeses of Switzerland. The association 
has invested substantial sums of money in consumer and trade advertising to 
promote the consumption of Switzerland Swiss cheese. There is now an estab- 
lished and steady market in the United States for this imported product. 

The cheese-import restriction imposed by the Secretary of Agriculture pursuant 
to section 104 of the Defense Production Act of 1951 arbitrarily reduces this 
market to about one-half of its potential and seriously threatens the investment 
of the association. 

The association urges that section 104 of the Defense Production Act of 1951 
be repealed. 

Apart from this motive of self-interest, the association submits the following 
additional reasons in support of repeal: : 

(a) The effects of section 104 are contrary to the best interests of the American 
consumer, 

(b) Importers, distributors, and retailers of cheese, who have substantial 
investments in their businesses, are faced with an unneeded loss of business 
through the effect of section 104. 

(c) The American cheese industry cannot benefit from section 104, and many 
other segments of American agriculture will be adversely affected. 

(@) Section 104 vitally affects the European farmer and the economy of 
other countries; it is disrupting established friendly foreign relations. 

(a) The consumer.—DF03, issued by the Department of Agriculture pursuant 
to section 104, for all practical purposes, limits the consumption of foreign cheese 
in the United States to 70 percent or less of the quantity used in 1950. The 
quotas of cheese importers are now almost exhausted. Importers’ warehouses 
are practically empty. Retail stores are finding it impossible to replace their 
stocks from wholesale channels. f 

The two principal types of cheese from Switzerland are Swiss cheese and 
Gruyere process cheese. The supply of these cheeses in this country for dis- 
tribution has become negligible, and this is also true of many other imported 
cheeses, 

The American consumer is deprived of the right to exercise his free choice 
so long as section 104 continues to be law. 

Shortage of imported cheese brought about by section 104 will not cause an 
increase in the production domestically of foreign-type cheese. Milk production 
has remained stable, while fluid milk consumption has greatly increased, so 
that less milk is now available for the manufacture of cheese and other dairy 
products. 

Most domestically produced foreign-type cheeses are also in short supply. 
Domestic Swiss cheese, for instance, is not available in sufficient quantities to 
replace Switzerland Swiss cheese excluded by section 104. Assuming the con- 
sumer of imported Swiss should now turn to domestic Swiss, he could not get 
all he needs or wants. He is, therefore, being deprived of a particular food he 
prefers. 

The shortage of domestically produced Swiss cheese has resulted in a steady 
increase in price. The wholesale price in New York for first grade Wisconsin 
Swiss was 46 to 49 cents a pound in August 1951. At the present time quotations 
are from 61 to 65 cents a pound, an increase of 32 percent. Therefore, the 
shortage of Swiss cheese which could be relieved to a marked extent by unre- 
stricted imports has adversely affected consumers of domestic Swiss who may 
never have used the imported Swiss. 

(b) The American businessman.—To most of the wholesale cheese dealers in 
the United States, imported cheese is a most important item. To some who 
specialize in it, it is their whole business. They require refrigerated warehouses, 
experienced staffs, and in some instances fleets of trucks. They depend in vary- 
ing degree on the income derived from handling imported cheese. There are 
several hundred cheese importers in the United States; of these, about 50 deal 
in Switzerland Swiss. 

Stocks of cheese distributors consist in the main of domestically made cheeses, 
but most carry some imported cheese to fill out their lines because of consumer 
preference. They, too, derive some of their income from the sale of imported 
cheese. There are many thousands of cheese distributors in the United States 
whose business depends to some degree on imported cheese. 
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Of the several hundred thousand retail stores in the United States that carry 
a variety of cheeses, many also handle one or more imported cheeses. These 
stores have invested good money in expensive present-day cheese display equip- 
ment. Their success as retail merchants depends to a large extent on a full 
enough line to satisfy existing consumer preference. 

With no imported cheese available in the months to come, and with domestic 
producers unable to supply the existing demand, all of these dealers in cheese 
importers, distributors, and retailers—will suffer losses in income and consider- 
able hardship because of the import restrictions imposed pursuant to section 104. 

(c) The American dairy industry and the American farmer.—The cheese pro- 
ducers who manufacture foreign-type cheese in America owe their very existence 
to the fact that a foreign cheese had been imported and had found acceptance 
by American consumers, 

Swiss cheese had its origin in Switzerland. Yet, more Swiss cheese is now 
made in the United States than in Switzerland. In 1950 domestic Swiss cheese 
was selling in full and fair competition with the Switzerland product. In that 
year, 99,483,000 pounds of domestic Swiss cheese was produced, while only 6,383,- 
000 pounds of Swiss cheese was imported from Switzerland. Under competitive 
market conditions, domestic production was up 51 percent over the 1945-49 aver- 
age of 65,816,000 pounds annually, and Switzerland imports had fallen 28 per- 
cent from the 1939 prewar level of 8,925,000 pounds a year. In the face of this 
record, the Secretary of Agriculture, acting under section 104, established quotas 
for Switzerland Swiss which limit imports to an annual rate of approximately 
4,300,000 pounds. 

It is quite possible that these imports of Switzerland Swiss and the possibility 
of comparison have been one cause for the quality improvement of domestic Swiss 
cheese which has taken place in recent years. The consumption of domestic 
Swiss certainly has benefited thereby. 

The per capita cheese consumption in the United States rose from 5.5 pounds 
(1985-39 average) to approximately 7.2 pounds in 1951. A good percentage of 
this increase is due to the mounting popularity of foreign-type cheeses, a con- 
dition which could not have existed without the interest stimulated by imported 
cheese. 

America, on the whole, is an exporter, not an importer, of farm products. In 
1950 the United States exported over $39 million worth of agricultural products 
to Switzerland; in return, the United States purchased less than $7% million 
of farm products from Switzerland. With money obtained from exports of 
cheese, Switzerland buys the American farmer's cotton, his tobacco, his fruits, 
his fats and oils, and his grains, amounting in all to almost six times the value 
of Switzerland’s agricultural products sold to the United States. Switzerland, 
which is not receiving United States aid, needs that trade in cheese if she is to 
purchase American farm products as freely as she has been. Evidently, only 
repeal of section 104 could accomplish that. 

(d) Foreign relations.—The example of the United States domestic economy, 
where industrial and agricultural products move freely from State to State to the 
ultimate benefit of all, has been presented to Europe as the goal to be achieved. 

Section 104 has been a most serious blow to that ambition. In Switzerland, 
it has struck at an ancient and vital industry. 

The Federation of European Agriculture, comprising 300 large national agri- 
cultural organizations and institutions from 18 countries, expresses the bewilder- 
ment of the European farmer in the following paragraph extracted from a recent 
letter : 

“The Council received a report dealing with the restrictive measure taken 
by the U. S. A. and its effect on the export of dairy products to the U. S. A. 
especially as it concerns cheese. The burdensome restrictions on the export 
of the products involved have been cause for anxiety, dissatisfaction, and irrita- 
tion in the European countries affected. Exports, and the strived-for economic 
balance between United States of America and Europe, including the increased 
productivity of European agriculture which had been encouraged by the U.S. A., 
are now painfully disturbed. We regret deeply the emergence of such a develop- 
ment, not only because of its economic effects, but also in the light of the momen 
tous tasks which the U. S. A. and Europe including its agriculture were to 
accomplish together.” 

The positive effect of section 104 in Switzerland is to force the cheese makers 
to reduce production; the negative effect is to force Switzerland to enact its own 
import controls, not in retaliation, but out of sheer economic necessity. Import 
controls in Switzerland do not mean just a little less cheese; they mean a great 
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deal less of the necessities which Switzerland obtains from American farmers 
and manufacturers. Switzerland’s bread, in a very real sense, is made from 
America’s wheat, 

For these reasons the Switzerland Cheese Association urges that section 104 
of the Defense Production Act of 1951 be repealed. 


STATEMENT oF ALBERT J. FITZGERALD, INTERNATIONAL PRESIDENT OF THE UNITED 
ELECTRICAL, RADIO AND MACHINE WorRKERS OF AMERICA (UE) 


This statement is submitted to the Senate and House Banking and Currency 
Committees on the occasion of your consideration of proposals to continue and 
amend the Defense Production Act of 1950. The statement is made on behalf of 
the United Electrical, Radio and Machine Workers of America (UE) represent 
ing 300,000 workers in the basic electrical manufacturing industry of the Nation. 
The position taken by the UE on this matter is evolved from the decision of 
our annual convention supplemented by constant discussion and consideration 
of the issues involved by our rank-and-file membership through their local and 
district meetings. 


THE ACT AS A VEHICLE FOR PROFITEERING AT THE EXPENSE OF THE PEOPLE 


A year and a half of experience under the Defense Production Act has given 
indisputable evidence of the fact that the act has operated to the detriment 
of the welfare of the American people. A vigorously effective wage-control 
program on the one hand, and on the other a completely ineffective, basically 
weak price-control program, have caused the living standards of the people to 
be seriously impaired. Moreover, and equally as important, the act has dan- 
gerously undermined the fundamental process of collective bargaining upon 
which the life of the American trade-union movement depends. 

In contrast to the slogan of “equality of sacrifice’ under which the act was 
passed, and in contrast to the stated intent of Congress in the same vein, the 
actual nature and administration of the act in operation have been to depress 
the living conditions of the people, to place the burden of a huge war budget 
upon them, and thus to aid and abet the program of the large corporations to 
reduce consumption and living standards and thereby increase corporate profits. 
The Defense Production Act has been a vehicle for enormous speculation and 
profiteering, and for hardship for the common people. 


THE ROAD TO POVERTY UNDER DPA 


The Economic Stabilization Agency, set up under the Defense Production Act, 
has administered a combined program of very flexible price controls (originally 
extremely weak) and rigidly prescribed wage controls. The result of this 
highly unbalanced mechanism has been continued lush profits for the large 
corporations, and the gradual impoverishment of American workers. 

The economists of the Joint Committee on the Economic Report gave, in April 
of 1951, a forceful picture of this process of impoverishment which continues 
unabated up to today: 

“Inflation of the kind that has operated since June 1950 * * * has operated 
to reduce consumption by squeezing down the physical amount which all rela- 
tively fixed-income consumers could buy * * *. For most low-income con- 
sumers that meant that they had to pull in their belts but had nothing to show 
for their abstinence. 

“The essential feature of the mechanism was the lag of fixed incomes, notably 
wage rates and salaries, behind prices. Since most wage rates did not rise 
as fast as prices, real wages per worker who could [not] or did not supplement 
his earnings by longer hours or other shifts (purchasing power of wages) declined 
a bit while real profit incomes increased enormously * * *. Inflation took 
from those that had little and added to those that had much.” (Joint Economic 
Report, April 2, 1951, p. 59.) 


PROFITS UP-—-REAL WEEKLY EARNINGS DOWN 


This process of taking “from those that had little’ and giving to “those that 
had much” is clearly illustrated by the data of 1950 and 1951. Corporate profits 
before taxes, running at an average annual rate of $41.4 billions in 1950, ‘had 
increased 7.5 percent to an average annual rate of $44.5 billions in 1951. (Eco- 
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nomie Indicators, March 1952, p. 22.) At the same time, net spendable average 
weekly earnings of production workers in manufacturing, in 1939 dollars, show 
a decided drop from December 1950 to December 1951. A worker with three 
dependents, whose take-home pay in December of 1950 was worth $33.77 in 1939 
dollars, by December of 1951 had suffered a loss of 1.7 percent, to $33.19. Fora 
worker with no dependents the loss was even greater, his take-home declining by 
2.7 percent, from $29.84 to $29.02 in 1989 dollars. (Bureau of Labor Statistics, 
Hours and Earnings, December 1951, p. 12.) Moreover, these figures grossly 
underestimate the actual decline in real take-home pay. According to a UB study 
(The Facts About the High Cost of Living) the BLS Consumers’ Price Index, 
by which the figures are obtained, understated the actual rise in the cost of living 
in 1951 by at least 31 percent. 

Data are not available, but there is no doubt that this decline must have been 
much sharper for the millions of American workers in the largely unorganized, 
nonmanufacturing industries who have no unions to help them keep their heads 
above water. 


THE FALSE SLOGAN OF THE PEOPLE’S “EXCESS PURCHASING POWER” 


The most shocking aspect of this situation is the fact that this process of 
robbing the poor to benefit the rich has come about as a deliberate policy of 
“stabilization” under the pretext that inflation is coused by excess purchasing 
power in the hands of the people. 

This argument is patently absurd on the face of it. It is especially so in view 
of the existence of large-scale unemployment today in industrial areas concen- 
trating on consumers’ goods production, and in view of declining production due 
to the declining consumer demand in many consumers’ goods industries. There 
can be no excess purchasing power in the hands of a population which cannot buy 
many of the consumers’ goods already being produced In the words of the 
Bureau of Employment Security, “A growing volume of lay-offs caused by mate- 
rial shortages was in evidence” but “of more consequence was the continuing weak- 
ness in consumer goods markets.” (Labor Market Developments in Major Areas, 
September 1951, pp. 1-2). Further, “ * * * the over-all picture masked 
serious unemployment problems which have developed in many areas * * * 
tizhtening material controls and still lagging civilian demand resulted in fur- 
ther increases in joblessness in a number of consumer goods centers * * *” 
(Labor Market Developments in Major Areas, November, 1951, pp. 3-4). 

The argument of excess purchasing power as the cause of high prices is an 
almazing misrepresentation of the present living conditions of the American 
people. The United States Bureau of Labor Statistics city workers’ family 
budget for December 1951 is at the level of $4,020 for the average large city. 
{Average BLS City Workers’ Family Budget for 34 Cities, October 1950, in BLS 
Monthly Labor Review February 1951, p. 192, corrected for change in BLS Con- 
sumers’ Price Index, October 1950 to December 1951). ~ This:budget is expressly 
only a “minimum adequate” budget, and yet the annual wage of the average fac- 
tory worker, when employed 50 weeks a year was, in December 1951, only $3,368. 
Consequently, the average worker now falls short by $652 of obtaining a “mini- 
mum adequate” standard of living for his family. (Gross average weekly earn- 
ings in manufacturing, BLS Hours and Earnings, December 1951, p. 12). 

One of the most terrible reflections on the increasingly inadequate standard 
of living of the American people is the fact that 60 percent of American families 
made in 1950 less than the $4,020 necessary for this BLS “minimum adequate” 
standard. (Report of the Joint Committee on the Economic Report, on the 
January 1952 Economic Report of the President, p. 71). It has been estimated 
that at the present time, two-thirds or more of American families have less 
than the BLS budget calls for. 

The serious plight of the American people is more clearly seen when we con- 
sider the more adequate “health and decency” budget of the Heller Committee 
of the University of California. This budget, at $4,530 a year, costs $1,162 more 
ihan the average worker's full-time annual earnings in December 1951. (Quan- 
tity and Cost Budgets for Three Income Levels, San Francisco, September 1949, 
Heller Committee, University of California, p. 104. Budget for Wage Earner 
corrected for change in BLS Consumers’ Price Index, September 1949 to Decem- 
ber 1951). Again, it should be pointed out that the actual cost levels of these 
budgets are seriously understated because .of the inadequacies ef the BLS Con- 
sumers’ Price Index. 
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Plenty of other evidence is available, but the above will suffice to show that 
the American people generally do not have “excess purchasing power.” On the 
contrary, they cannot now buy the necessities for a decent healthful life. 


INFLATION RESULTS FROM PROFITEERING LEGALIZED BY DPA 


The deliberate policy of the Administrator of the act has been to reduce the 
people’s already inadequate purchasing power and place the burden of the huge 
war budget on their backs. The contrast between wage stabilization policies 
and price controls is proof of this. On the one hand, collective bargaining gains 
of the workers are narrowly circumscribed by a rigidly administered strait- 
jacket of “rules of negotiation” set up by the Wage Stabilization Board. On 
the other hand, price-gouging and rampant profiteering have been legalized by 
the DPA as presently amended. 

Not only were prices “frozen” at their highest level in history. (January 
26, 1951, after a period of warning in which corporations could shoot for the 
sky.) In addition, there were no roll-backs, despite Administration commit- 
ments, and about half the items which affect the cost of living (including rent, 
medical and other professional services, public transportation, and the bulk of 
the food items in the BLS index, were excluded. 

Moreover, since the “freeze” was put into effect, “price control” has been 
transformed into its opposite, into a flexible “margin control” formalizing and 
legitimizing price increases, and guaranteeing record-making profits for the 
corporations. 

The protiteers were not satisfied with the original profit guaranties of the act 
which insured price ceilings such that profits could not be less than 85 percent 
of their annual dollar volume in the three record-breaking years of 1946-49. 

The outrageous Capehart amendment now permits corporations to set prices 
covering all cost increases incurred up to July 26, 1951, according to their own 
accounts of these costs. The cost to consumers of this profit bonanzo must 
run'to astronomical figures. 

In addition, the present act, according to the provisions of the Herlong amend- 
ment, legalizes a‘constant pyramiding of profits. This amendment permits 
corporations to maintain “customary” profit margins as costs increase. For 
example, when excise taxes on consumer household appliances were increased 
last year, these taxes were added to the cost of the goods along the supply lines. 

Thus, when the customary mark-ups were calculated, not only were profits 
pyramided, but profits were made on the taxes themselves. 

Thus, it is quite clear that the real cause of inflation is not the “excess pur- 
chasing power” of the people, but rather the legalized price-gouging of the 
profiteers. 


A REAL ANTI-INFLATIONARY SYSTEM 


The UE proposals for a real anti-inflationary program include categorical 
opposition to any wage control, and a demand for real price control with price 
roll-backs to pre-Korean levels. 

Shallow and misleading comparison is frequently made equating price control 
and wage control, suggesting that unions supporting price control and opposing 
wage control are inconsistent. The fact is that wages and prices are determined 
quite frequently. No direct comparison can be made between the activities 
of profiteers in setting consumer-gouging prices and the establishment of wages 
through collective-bargaining contracts mutually agreed to by employer and em- 
ployees. Collective bargaining, it should be pointed out, has a discipline of its 
own depending on the conditions of the immediate situation and of the entire 
economy. 

Moreover, there is a world of difference between wage payments which are 
barely sufficient to buy minimum needs of existence and the great profits built 
up by price setters along the line—from the manufacturer to the distributor, to 
the retailer. 


WAGE FREEZE PROGRAM DESTROYS COLLECTIVE BARGAINING 
“* * * the important question under wage stabilization is not what the 
parties may agree upon but what the Board will approve.” (From a unanimous 
statement of the Wage Stabilization Board, September 21, 1951. (Italie by 
WSB.) 


The impact of the wage freeze program goes well beyond the depressing effect 
on living standards of American workers. By a combined policy of deliberate, 
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bureaucratic delay and transfer of the writing of labor contracts from the hands 
of labor and industry into those of a Government agency, the economic stabili- 
zation program has struck a mortal blow at the process of collective bargaining. 
As reported in the United States News and World Report, January 11, 1952, ‘‘The 
job of writing labor contracts once again is being taken over by the Govern- 
ment.” 

In spite of its profuse denials, the Wage Stabilization Board in effect has cut 
out the heart of collective bargaining. This holds true not only. in dispute cases, 
in which the WSB is actually writing contracts. In all cases, the bargaining 
parties face a set of rules of negotiation set up by the WSB which determine 
what can and what cannot be approved, and which establish the overruling im- 
portance of not what the parties may agree upon but what the Board will ap- 
prove. 

This represents the second half of the soak-the-poor program set up by the 
Defense Production Act. Not only are the workers priced out of the market, 
but they are rigidly circumscribed in their efforts to bargain collectively to pro- 
tect and better their living conditions. In their greedy quest for profits, the 
corporations have an invisible ally at the bargaining table, an ally who guaran- 
tees exhorbitant profits squeezed out at the expense of American workers. 

The serious nature of the blow which the WSB strait-jacket has directed at 
the American labor movement cannot be exaggerated. The collective bargaining 
process is the lifeblood of the American labor movement: it is the basis of the 
whole strength of the working people. Without this foundation, the American 
labor movement could become nothing but a labor front, akin to that of Nazi 
Germany. 

It is no accident that the wage freeze program is developing in an atmosphere 
of general attacks on the trade-unions of America, attacks via the Taft-Hartley 
slave labor law, via the witch-hunting of the Humphrey-McCarran committees, 
and via the Government's use of the courts’ power of injunction. The combined 
elements of this program represent a governmental engine designed to crush the 
labor movement and the standard of living of the American people, and thereby 
to enhance the profit quest of the corporations. 


CONCLUSION 


All of these considerations lead to the UE demands that Congress act to elimi- 
nate the wage-freeze program and its threat to the life of American trade-unions, 
and to institute an effective price-control program to restore and protect the 
welfare of the American people. 

UE demands that Congress reject the false principle that the way to fight 
inflation is to minimize the purchasing power of the people. Instead, UE insists 
that a successful attack on inflation must strike a body blow at its real cause 
unrestrained profiteering. 

Congress should completely reverse its action in the past and must now serve 
the interests of the working people and low-income families whose daily problem 
is finding the means to eat three decent meals a day. 

The UE demands this be the guide in considering continuation of the Defense 
Production Act and specifically insists : 

1. All Government controls on wage determination be eliminated in favor of a 
return to free collective bargaining between labor and management. 

2. Effective price-control legislation be enacted to wipe out without compromise 
the profiteers and profiteering prices. This must include (@) roll-back of prices 
stated in clear dollars-and-cents ceilings: (b) necessary production controls to 
eliminate evasion of the price ceilings particularly to maintain and eyen increase 
the production of low-priced items and provide maintenance of standards (grade 
labels) to avoid price-control evasion through quality depreciation; (¢) a billion- 
dollar subsidy to reduce the cost of living through reduction in the price of food 
without injustice to the income and standard of living of our farming population; 
(d) to increase penalties for violations and to increase the staff so as to guar- 
antee rigid enforcement of all price ceilings. 

3. Rent control of private and commercial buildings with adequate safeguards 
to eliminate the demonstrated devices of rent-control evasion. 

4. Revision of the production-control provisions of the Defense Production 
Act to replace pious talk for small business with action to protect small business 
from the assaults and special advantages of the dominant big-business monopolies. 

Only by these drastic measures can the Defense Production Act be turned 
from a device to impoverish the American people and give a green light to the 
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profiteers and entrenched monopolies into a measure to genuinely protect the 
welfare of our country and its people. This is the urgent demand of the rank- 
and-file members of the United Electrical, Radio, and Machine Workers of 
America, for whom I speak. 


STATEMENT ON BEHALF OF THE UNITED STATES CONFERENCE OF Mayors, Mayor 
Davip L. LAWRENCE OF PITTSBURGH, PRESIDENT 


The United States Conference of Mayors is an organization comprising the 300 
principal and major cities of the Nation. We ask the support of the Congress 
to end an unnecessary and troublesome conflict in governmental authority over 
the charges for certain municipal services. 

At the very outset, however, let us make our position clear. In the first place, 
we do not believe the Federal Government has the constitutional power to 
supersede the judgment of local officials as to the proper level of charges for 
local services. Our Federal system makes that exclusively a concern of local 
government reserved by the States under the tenth amendment to the Constitution 
of the United States. 

In the second place, we do not think that Congress intended to subject public 
service charges to Office of Price Stabilization control under the Defense Produc- 
tion Act as it now stands. The exemption of public-utility charges certainly 
was intended to carry with it the exemption of the charges made by public 
agencies for public services such as port charges. 

In the strictest legal sense, therefore, we believe that the exemptions spelled 
out in'S. 2722 are unnecessary. 

However, we strongly support this bill because it is the quickest, most eco- 
nomical and most expeditious way of ending a most unseemly conflict between 
public officers at the Federal and local levels—a conflict which has cropped out 
sporadically in the past, which is the subject of litigation at this very moment, 
and which contains the seed of unnecessary and troublesome controversy in the 
future. 

The Office of Price Stabilization does not see the same intent to exempt munic- 
ipal service charges in the present exempting language which we see and which 
the chairman of this committee stated on the floor of the Senate with respect to 
the 1951 amendments to the act. The OPS has asserted that the statutory public 
utility exemption does not apply to publicly owned utilities which are not subject 
to rate regulation except by the governing body of the municipal or other public 
owner. In other words, the OPS reads into the act the so-called Kennedy amend- 
ment which the House adopted in 1951, which the Senate refused to accept, and 
which was, therefore, rejected by the conference committee and finally by both 
Houses, 

And so at the present time OPS concedes statutory exemption to private cor 
porations while denying it to municipalities in connection with exactly the same 
activities. 

It is to end quickly and decisively this thwarting of the congressional intent 
that the United States Conference of Mayors supports the enactment of S. 2722. 

We are niindful that OPS has adopted a regulation exempting the majority 
of municipal service charges. But that is not an adequate solution. 

Firstly, the OPS regulations have carved out certain fields to which they do 
not accord even their limited administrative exemption. Their regulatory con- 
trol is asserted, for example, over the charges of municipally owned public ware- 
houses, although under a United States Supreme Court decision, privately owned 
public warehouses are exempt as public utilities under the act. 

That exception is the cause of litigation now pending on the west coast be- 
tween public-port operators and the OPS. We submit that such controversy is 
capable of much more expeditious settlement by a simple reaffirmation of con- 
eressional intent by enactment of S. 2722. 

Secondly, when Congress grants a statutory exemption to effectuate its view 
of national policy and to codify its view of constitutional necessities, there is no 
room for the assertion by the OPS of its right of control which is implicit in the 
very regulations which exempt municipal charges. The OPS regulations grant 
exemption as a matter of administrative grace, implying a right of revocation 
which municipalities cannot accept and which negates the congressional intent, 

We are not conjuring up unlikely situations. The Federal price control 
agencies already have a history of backtracking on this very subject. Under 
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Office of Price Administration control, the question arose whether public port 
operators were exempt as public utilities under the same statutory language 
which exists in the present act. The question arose when several California 
ports sought to increase their terminal charges. The ports filed their proposed 
new tariffs with the United States Maritime Commission, as required by the 
Shipping Act. They then served notice on the Office of Price Administration as 
was required of exempt public utilities in the Emergency Price Control Act of 
1942. 

Now, what position did OPA take in 1944? It accepted fully the ports’ view- 
point that they were exempt under the act from Federal price control. And it 
actually urged its own impotence under its statute as a reason why the Mari- 
time Commission should disapprove the proposed port charge increases. 

Yet in 1951 when the OPS, faced with an identical exemption, came to stake out 
its field of control, it completely reversed the OPA position on the exemption of 
public port charges. The very regulation which granted an administrative 
exemption to public charges generally made an express exception for terminal, 
dock, and warehouse charges. This soon precipitated the litigation between 
OPS and the public port operators to which reference has been made. 

Faced as we are with this reversal on the exemption of public port charges, 
it is easy to understand why we cannot be satisfied to rely on the present regu- 
lations which OPS has granted and which it may revoke. 

We have the utmost respect for the important public purpose policed by OPS 
of preventing inflation and holding down the cost of living. We resent, however, 
the implication from OPS conduct that it has a monopoly of that public purpose. 
This committee can be assured that one of the greatest concerns of city officials 
is this very problem of containing the forces of inflation. We might eyen point 
out that municipal governments are among the most vulnerable victims of 
inflated costs. 

But our concern for the problems of our citizens goes deeper. We would never 
propose increasing the charges for municipal services merely to provide a profit. 
That is not in the nature of local government in this country. Only irresistible 
cost increases which the OPS had not contained would impel us to seek financial 
balance by increasing our charges. Or else it might be that increased charges 
were tied up in some regulatory governmental project. In any event the deci- 
sion to meet our problem by increasing the charge for our services instead of 
taxing is a decision which, we submit, both as a matter of constitutional necessity 
and governmental policy must remain with our local governments and cannot 
be arrogated by a Federal agency restricted of nec@ssity only to the question 
of the inflationary effect of price increases. The inflationary impact of local 
tax increases might be greater than the impact of the increased charges with 
which alone OPS can concern itself. 

Apart from all other considerations, however, there is the fundamental im- 
propriety and waste of duplicative and conflicting Federal and municipal control 
in the same sphere. 

Controversy and litigation between Federal and municipal officials is always 
regrettable. It must involve a loss to the public no matter what its outcome. 
It betokens an imperfect adjustment between these independent levels of gov- 
ernment. Avoiding it should be a prime concern of the Congress. ‘ 

We think Congress sought to avoid conflict in this situation by adopting the 
original public utility exemption in 1950 and by rejecting the Kennedy amend- 
ment in 1951. But if it takes a clearer mandate to the OPS to make it restrict 
its activities to the more proper field of private charges, then we say that that 
mandate should be given again by enacting S. 2722. 


STATEMENT OF THE UNITED STATES FOREIGN-TRADE ZONES, STERLING St. JOHN, Jr., 
JOINT REPRESENTATIVE 


Mr. Chairman and members of the committee, the United States foreign-trade 
zones are facilities established, operated, and maintained in domestic ports of 
entry to expedite and encourage foreign commerce under authority of the Celler 
Foreign-Trade Zones Act of 1934 (Public Law 397, 73d Cong., 48 Stat. 998), as 
amended. 

At the present time there are six foreign-trade zones operating under grants 
of the Foreign-Trade Zones Board, which is composed of the Secretary of Com- 
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merce, Chairman, the Secretary of the Treasury, and the Secretary of the Army, 
These six are: 


Grantee: Established 
Foreign-trade zone No. 1, city of New York----~------------------- 1937 
Foreign-trade zone No. 2, Board of Commissioners for the port of 

New Orleans.__.-.-------------------------------------------- _ 1947 
Foreign-trade zone No. 3, Board of State Harbor Commissioners for 

crea, TARO ia oa as se termine wean ab oh mnipersernowetaninpaenenen 1948 
Foreign-trade zone No, 4, city of Los Angeles__--.------------------ 1949 
Foreign-trade zone No. 5, port of Seattle_-------------------------- 1949 
Foreign-trade zone No. 6, Scobey Fireproof Storage Co. of San Antonio, 

aE El i Oe ia Ta ales ts didn ete tod athens 1950 


The functioning of these zones has been seriously interfered with by adminis- 
trative interpretations of the Defense Production Act of 1950, as amended, by 
certain public agencies deriving authority therefrom and concurred to by the 
Departments of Commerce, Treasury, and the Army. 

Section 8 of the Celler Foreign-Trade Zones Act of 1934, as amended, reads in 
part: 

“Sec. 8. Foreign and domestic merchandise of every description, except such as 
is prohibited by law may, without being subject to the customs laws of the 
United States, except as otherwise provided in this Act, be brought into a zone 
and may be stored, sold, exhibited, broken up, repacked, assembled, distributed, 
sorted, graded, cleaned, mixed with foreign or domestic merchandise, or other 
wise manipulated, or be manufactured except as otherwise provided in this Act, 
and be exported, destroyed, or sent into customs territory of the United States 
therefrom, in the original package or otherwise ; but when foreign merchandise is 
so sent from a zone into customs territory of the United States it shall be subject 
to the laws and regulations of the United States affecting imported merchandise,” 
and section 15 (c) reads: 

“The Board (the Foreign-Trade Zones Board) may at any time order the 
exclusion from the zone of any goods or process of treatment that in its judg- 
ment is determinental to the public interest, health, or safety.” 

From the time of their establishment, the grantees and users of the foreign- 
trade zones have predicated their operations upon the basis that the articles pro- 
hibited by law from entering the foreign-trade zones were those specifically and 
absolutely prohibited from entering the territory of the United States; that 
articles which Congress by law had deemed inimical to the morals, health, or 
best interests of the nation if they were so much as discovered within the sover 
eign limits of the United States were in like manner denied admittance to the 
foreign-trade zones. 

On the other hand, laws and legal regulations thereunder which denied or 
restricted the introduction of article into the domestic commerce of the United 
States have long been considered by zone grantees and users not to be applicable 
to the bringing of merchandise to foreign-trade zones unless specifically excluded 
by the Foreign-Trade Zones Board under section 15 (c) of the act quoted above. 

In construing section 3 of the act quoted above, the zone grantees and users have 
operated on the assumption that foreign and domestic merchandise of every 
description properly in a zone was not subject to the customs laws and, further, 
that foreign merchandise was not subject to the laws and regulations of the 
United States affecting imported merchandise until and unless such foreign mer- 
chandise was sent from a zone into the customs territory. 

Now the laws and regulations of the United States affecting imported merchan- 
dise are far broader than the customs laws and govern the conditions under which 
foreign merchandise may enter into the commerce of the United States. Such 
conditions may be imposed not only under the Tariff Act but by laws under which 
the Department of Agriculture, the Pure Food and Drug Administration, the 
Department of Commerce, and other agencies including the emergency agencies 
are given power to regulate conditions of importation and processes of treatment 

It is with deep concern for the integrity of the Celler Foreign-Trade Zones 
Act of 1934 and the continued functioning of the United States foreign-trade 
zones that zone guarantees and users have viewed the assumption of jurisdic- 
tion over merchandise and processes of treatment within foreign-trade zones by 
agencies other than the legally constituted Foreign-Trade Zones Board. 

Under section 104 of the Defense Production Act of 1950, as amended, the 
Production and Marketing Administration of the Department of Agriculture de- 
fines “import” in section 1 (g) of their regulation DFO-3 as follows: 


96315—52—pt. 2——45 
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“‘Tmport’ means to transport in any manner into the continental United 
States, Puerto Rico, the Virgin Islands, or any Territory or possession of the 
United States from any foreign country. It includes shipments into a free port, 
free zone, or bonded custody of the United States Bureau of Customs (bonded 
warehouse) in the continental United States, Puerto Rico, or the Virgin Islands 
and shipments in bond into the continental United States, Puerto Rico, or the 
Virgin Islands for transshipment into Canada, Mexico, or any other foreign 
country.” [Italie supplied. ] 

This assumption of judisdiction is taken despite the Secretary of Agriculture’s 
statement of policy in his Determination Relating to Imports Under the Defense 
Production Act (Fed.‘Reg. of August 11, 1951) : 

“It is hereby determined that imports (other than by the Government of the 
United States) into the commerce of the United States of the commodities and 
products hereinafter listed, except as herein specified, would with respect to each 
such commodity or product (a) impair or reduce the domestic production of a 
commodity or product specified in said section 104 below present production 
levels, (b) interfere with the orderly domestic storing and marketing of a 
commodity or product specified in said section 104, or (¢c) result in an un- 
necessary burden or expenditure under a Government price support program.” 
{Italic supplied. ] 

The receipt in a foreign-trade zone of butter, cheese, and the other prod- 
ucts of section 104 cannot possibly be considered as having entered the com- 
merce of the United States and to exclude these products from the zones 
could not have been intended by Congress under the Defense Production Act 
or by the Celler Foreign-Trade Zones Act. 

The second Government agency which has assumed jurisdiction over mer- 
chandise in foreign-trade zones under the Defense Production Act is the 
National Production Authority. Their definition of “import” (regulation M-S 
as amended April 2, 1951), which it is to be noted differs from that of the 
Production and Marketing Administration although arising out of the same 
statute, follows: 

““Tmport’ means to transport in any manner into the continental United 
States from any foreign country or from any Territory or possession of the 
United States, It includes shipments into a United States foreign-trade zone, 
or bonded custody of any United States collector of customs (bonded warehouse) 
in the continental United States and shipments into the continental United States 
for processing or manufacture in bond for exportation. ‘Import’ does not in- 
clude shipments in transit in bond through the continental United States with- 
out processing or manufacture to Canada, Mexico, or any other foreign country, 
or shipments through United States foreign-trade zones to a foreign country 
without processing or manufacture. However, if any material in such ship- 
ments in transit in bond is, because of a change in plans, to be sold or used in 
the continental United States, or subjected to processing or manufacture in the 
continental United States, it becomes an ‘import’ for the purposes of this order 
and requires the reports specified in section 14 of this order.” 

This definition, too, is not consonant with the Celler Foreign-Trade Zones Act, 
for it bring within the jurisdiction and control of NPA foreign merchandise that 
is processed or manufactured in a zone. The NPA has stated that its authority 
goes beyond regulating the importation of articles into the customs territory 
of the United States that have been processed or manufactured in a foreign- 
trade zone. It claims the authority to prohibit or control manufacture and 
processing of any commodity, domestie or foreign, within a zone. 

It is again pointed out, however, that the Celler Foreign-Trade Zones Act 
excludes foreign merchandise from the application of import laws and regu- 
lations until such merchandise is brought into customs territory, despite the 
broad application of the Defense Production Act, and it is the firm belief of 
the zone grantees and users that the NPA should not control the processing and 
manufacture of foreign materials within zones. It may be within their realm 
to control the bringing of foreign products into the customs territory and so 
eontrol, indirectly, processing and manufacture within a zone: but under 
the Celler Act, foreign merchandise brought to a zone has not been imported 
into the commerce of the United States nor such importation signified by the 
making of a customs entry. 

The third Government agency which is presumed to have authority within 
foreign-trade zones under the Defense Production Act is the Office of Price 
Stabilization. This agency, too, has a definition of “import” which differs from 
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those of the Production and Marketing Administration and the National Pro- 
duction Authority. The OPS definition as found in CPR 31, section 2, follows: 

“A commodity is imported which is transported from a place outside the con- 
tinental limits of the United States to a place inside the continental limits of the 
United States, its Territories and possessions. However, commodities shipped 
into the United States, its Territories and possessions from outside thereof and 
entered in a foreign-trade zone or under general order or in a bonded warehouse 
for transshipment and actually transshipped to a destination outside the con- 
tinental limits of the United States shall not be deemed to be ‘imported’.” 

Of the three agencies, the Office of Price Stabilization has gone farthest to 
preserve the purpose of foreign-trade zones and the status of foreign merchandise 
therein. It does not presume to impose its control regulations upon sales of 
foreign merchandise in zones. The OPS takes the position that when such 
merchandise is sent from a zone into customs territory, then it comes within the 
jurisdiction of the OPS. If the merchandise is transshipped to a foreign country, 
the OPS has no interest. rs 

To summarize, we have the situation of having three separate Government 
agencies taking their authority from one statute, the Defense Production Act, 
writing three separate definitions for imported merchandise, each one different 
from the other, although all three have claimed full jurisdiction over zone 
merchandise for such purposes as they choose to exercise. The Foreign-Trade 
Zones Board has supported these agencies in their application of authority to 
zones and zone merchandise. Foreign-trade zone grantees and users do not 
subscribe to this view of diverse authority. They maintain that the Celler 
Foreign-Trade Zones Act has not been repealed or superseded in its intent to 
exempt foreign merchandise in a zone from “the laws and regulations of the 
United States affecting imported merchandise.” They also feel that Congress 
in enacting the Defense Production Act did not intend that the usefulness of 
foreign-trade zones be impaired. 

It is therefore requested that the Currency and Banking Committee of the 
Senate write into S. 2594 or a subsequent similar bill a provision that— 

“Foreign merchandise brought to a foreign-trade zone in the United States for 
any purpose shall not be deemed to have been imported into the continental 
United States for the purposes of this act.” 


UPHOLSTERY AND DRAPERY FABRIC MANUFACTURERS ASSOCIATION, INC., 
Vew York, N. Y., February 28, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Banking and Currency Committee, 
Senate of the United States, Washington, D.C. 


Dear Str: The attached statement on “conditions in this industry relating to 


” 


the operation of price controls” is sent to you and to members of your committee 
as background information for your scheduled hearings on proposals to extend 
the Defense Production Act. 

This statement summarizes the conditions and the convictions of practically 
all manufacturers in this branch of the textile industry. 

For reasons given, herewith, it is respectfully urged that your committee rec- 
ommend changes in the Defense Production Act, which will authorize the decon- 
trol by OPS of the products of this industry and others that have similar con- 
ditions. 

It is sincerely believed that decontrol would be to the mutual benefit of the 
Government, this industry and the consumer. 

Respectfully yours, 
JAMES L. Fri, President. 
STATEMENT OF CONDITIONS IN THE UPHOLSTERY AND DRAPERY FAprrICS INDUSTRY 
RELATING TO THE OPERATION OF PRICE CONTROLS 


1. The prices of fabrics for the past several months have been well below OPS 
ceilings and are expected to continue that way for the foreseeable future, 

2. Supplies of upholstery and drapery fabrics are plentiful and high production 
capacity, plus the ability of the industry to expand quickly, can most certainly 
maintain a balance at prices well below OPS ceilings for consumer goods, and the 
industry at the same time can supply all goods needed by the Government for 
the defense program. 
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3. Not only do the costs of maintaining records by individual plants under 
present conditions constitute an unnecessary waste, but a psychological burden 
which interferes with (a) the return of the industry to a more normal relation- 
ship between supply and demand and (0b) the freedom of individual manufac- 
turers to develop the new products which are necessary to meet changing con- 
sumer demand. 

4. The industry's rate of production at the present time is less than 65 percent 
of normal; there are a large number of unemployed workers, and the majority 
of plants are either operating at a loss or at subnormal profit. 

5. In an industry such as this one in which there is a wide variety of products 
subject to continuous change, the time and expenditures necessary to maintain 
records and other data to comply with price control requirements would most 
assuredly be much more effectively used if applied to the creation of new products 
and better values to the consumer. 

6. In short, this industry has well demonstrated its capacity and its ability to 
check inflation through normal competitive methofls. The conditions which orig- 
inally were put forward to justify the establishment of controls by the OPS have 
completely changed—the need for control no longer exists. Decontrol now would 
materially decrease the costs both on the part of the Government and industry 
and would thus materially benefit the consumer. 

For the above reasons, it is respectfully urged that the products of this indus- 
try be decontrolled. 


[S. 2579, 82d Cong., 2d sess.] 
A BILL Relating to export controls on agricultural commodities 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 8 (c) of the Export Control Act 
of 1949 is amended to read as follows: 

“(c) Whenever the production of any agricultural commodity, including fats 
and oils, during the normal marketing year equals or exceeds 85 per centum of 
the production goal established for such commodity by the President or the 
Secretary of Agriculture or persons designated by the President or the Secretary 
of Agriculture, the authority conferred by this section shall not be exercised with 
respect to such agricultural commodity during that normal marketing year in 
the case of nations not specifically designated by the Department of State as 
unfriendly.” 

Sec. 2. Title of the Defense Production Act of 1950, as amended, is amended 
by adding at the end thereof the following new section : 

“Sec. 105. Whenever the production of any agricultural commodity, including 
fats and oils, during the normal marketing year equals or exceeds 85 per centum 
of the production goal established for such commodity by the President or the 
Secretary of Agriculture or persons designated by the President or the Secretary 
of Agriculture, export restrictions to nations not specifically designated by the 
Department of State as unfriendly shall not be imposed under this title upon 
such agricultural commodity during that normal marketing year.” 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 26, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Committee on Banking and Currency, 
United States Senate. 

Dear SENATOR MAYBANK: This is in reply to your letter of February 6, 1952, 
in which you request our comments on 8. 2579. 

The proposed legislation provides that export controls under the Export Con- 
trol Act of 1949 and the Defense Production Act of 1950, as amended, shall not 
be exercised with respect to any agricultural commodity, including fats and oils, 
whenever the production of such commodity equals or exceeds 85 percent of the 
established production goal. Such limitation would only apply to exports to 
nations not specifically designated as unfriendly by the Department of State. 

We understand that the objective of the proposed legislation is to minimize 
the use of export controls in order to avoid the interference with normal mar- 
keting and trade patterns which frequently results, even under the best of con- 
ditions, when controls are imposed. We agree wholeheartedly with this objec- 
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tive. The export controls which are subject to the limitations provided in S. 2579 
should be used only when there is clear evidence that supplies are or will be so 
short that serious problems of distribution will result at home and abroad if 
exports are not controlled. This is exactly the position we have taken with 
respect to the 1951 cotton crop. Even though our carry-out stocks at the end 
of the marketing year are expected to be the lowest in history, we have not taken 
action to control exports of such commodity. 

)xport controls should be put into effect whenever such action is clearly neces- 
sary to assure the retention at home of supplies needed for military and civilian 
use, and to channel short supplies to particular foreign countries. It deter- 
mining the need for export controls, many other factors must be considered in 
addition to the production level. Among these considerations are the level 
of reserve stocks, the possibility of higher demands at home as a result of the 
mobilization program, the needs of the expanded Armed Forces, and the require- 
ments of friendly foreign countries. Therefore, it does not appear that it would 
be practicable to limit the use of export control authority by the executive branch 
by the percentage relationship between actual production and production goals. 

Also it should be remembered that production goals must be established and 
announced 3 to 6 months before planting time to be of maximum benefit to farmers 
in planning their production. This means that the goals are based on our best 
evaluation of requirements for a 15- to 18-month forward period. During this 
period a crop failure might occur in another exporting country thereby increas- 
ing demands upon United States production, or requirements at home might 
increase substantially. We have had experiences where, because of unforeseen 
increases in requirements of friendly foreign countries, we have had to consider 
the need for export controls even though actual production was equal to or 
exceeded the goal. In such a situation, if we were not permitted to impose export 
controls, we could very easily find ourselves in the untenable position of allowing 
unrestricted foreign shipments that would create shortages at home. 

Another factor that should be taken into account is that we do not have pro- 
duction goals for all agricultural commodities. There are no goals for live 
stock products or fats and oils. This would appear to mean that under the pro- 
posed legislation the 85-percent limitation would not apply to such commodities. 
It should be noted that insofar as edible fats and oils are concerned, supplies 
are ample and there is no need for export controls at this time. 

I think that the difficulty of applying the percentage formula outlined in 
S. 2579 can best be illustrated by discussing its use in terms of cotton production 
in 1951 and corn production in 1952. 

If the 85 percent limitation were applied to the 1951 cotton crop, it would 
mean that export controls over such commodity could not be imposed during 
the 1951-52 marketing year even though domestic production were as low as 
13.6 million bales (85 percent of the production goal of 16 million bales). With 
domestic production of 13.6 million bales, plus a carry-in stock of 2.3 million 
bales and imports of 0.2 million bales, total supply for the marketing year 
1951-52 would be 16.1 million bales. We estimate domestic consumption this 
year at 9.5 million bales and exports at 6 million bales, or a total of 15.5 million 
bales. Under these conditions, stocks would be reduced theoretically to 600,000 
bales at the end of this year. However, long before we reached this level, serious 
distribution problems would deveolp. If export controls could not be utilized, 
it would be necessary to impose domestic allocation controls. It is generally 
recognized that stocks cannot be reduced much below 2 million bales without 
causing domestic distribution problems. 

In the case of corn, the production goal for 1952 is 3,375 million bushels. 
Under the proposed legislation, export controls could not be imposed in 1952-5 
if production reached 2.9 billion bushels. Since we estimate that corn reserves 
at the end of this marketing year will be reduced to about 425 million bushels, 
and since total requirements for corn in 1952-53 are estimated at approximately 
3.3 billion bushels, the proposed legislation would prohibit the use of export 
controls even though we would be faced with a serious domestic feed grain 
shortage. A crop as low as 2.9 billion bushels would force farmers to make 
major adjustments in their livestock production plans. 

For the foregoing reasons, we recommend that S. 2579 not be enacted. 

The Bureau of the Budget advises that, from the standpoint of the program 
of the President, there is no objection to the submission of this report. 

Sincerely yours, 


CHARLES F. BRANNAN, Secretary. 
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